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THE OPEN DOOR
As one writer so aptly put it, "Service is the rent we pay for the space
we occupy while on earth."
This concept is fundamental in building a professional career. Each
one seeking success must begin a program of service. The following are
basic suggestions for the development of this phase of a successful
professional career:
First—Husband and wife must be considered a team in this development. From them must radiate sincerity and friendliness that will mark
them for unusual people in the community.
Second—There must be an unselfish desire on the part of the wife
to sustain her husband and accept some of the inconveniences of the
profession.
Third—The team should reach out to cultivate friends. This can be
accomplished through membership in professional, church, school
alumni, civic and service organizations.
Fourth—Wives can open doors to husbands through the PTA and
other service groups. This should complement the husband's activities.
Fifth—This desire to broaden friendships must be genuine and
initiated by a basic desire to render service and help others.
Sixth—The family time devoted to these projects should be planned
the same as financial funds are budgeted. Definite short and long-range
goals should be programmed and specific plans made for their
accomplishment.
Anyone of our staff having the desire to become a well-rounded
professional man can successfully build a broad and influential circle
of friends. Again, the motivation is one of service. As the son of David
wrote in Ecclesiastes, the results will be sure. "Cast thy bread upon the
waters; for thou shalt find it after many days."
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BANK DEFALCATIONS
Can they be stopped?
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by Willard C. Westover
and
John P. Carroll

This article is not intended as a technical article on bank
auditing procedures. Its purpose is to show the deficiencies
commonly found within a bank's internal control procedures
and to clarify the role of bank examinations by regulatory
authorities in preventing bank defalcations.
IN NOVEMBER, 1952, THE UNITED STATES INVESTOR MAGAZINE PUBLISHED the complete text of a speech by Lester A. Pratt which he

delivered before the Iowa State Banking Association 1 . Mr. Pratt both
congratulated and cautioned the association when he remarked: "This
is a good record, and you might relax with a satisfied smile if some
proof could be obtained that no undisclosed embezzlements now exist
in your banks. Embezzlements may be likened to icebergs. The potential danger lurks beneath the surface, unseen and undiscovered until
the crash comes with its usual fatal consequences."
As you have probably read, in January 1961 the crash came in the
little town of Sheldon, Iowa when the assistant cashier of the Sheldon
National Bank, who is also the daughter of the president, confessed to
the embezzlement of $2,126,850.10 over a long period of years. This
loss is even more astounding when we consider that it is the largest
amount embezzled from a commercial bank in the United States. It is
noteworthy for one other reason—the amount embezzled exceeded the
total assets reported by the bank in its last annual report.
Obviously, this warning several years ago to the Iowa bankers was
warranted, for at the moment it was voiced, the irregularities at the
Sheldon National Bank undoubtedly had begun. That this warning has
application on a national basis is readily seen by the growing number
of defalcations shown on the chart. Reported cases increased from 270
in 1946 to 608 in 1951, while in the fiscal year of 1959 alone, a total
of 1,771 defalcations was reported to NAB AC (National Association
of Bank Auditors and Comptrollers),
(cont'd next page)
SEPTEMBER 1961
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What can be done to stop the upward trend of bank defalcations?
The following are the usual lines of defense:
1. Internal control
2. Internal audit
3. Directors' examinations
4. Federal and state bank examinations
These defenses appear adequate and, to the uninformed, negate the
requirement for an independent audit by a recognized CPA firm. On
closer examination, however, we discover many weaknesses which can
be overcome by utilizing the knowledge and skills of the public accounting profession.
Internal Control
As accountants and auditors we are familiar with the objectives of
internal control in safeguarding assets and in developing accurate
accounting data. Good internal control is a preventative measure in
the battle against defalcations. While audit may reveal that securities
held as collateral have been misappropriated, adequate internal control
(in this instance dual control) should help prevent the opportunity for
theft—barring, of course, the possibility of collusion.
There is no doubt that many larger banks have good internal control;
neither is there much doubt that many small and medium sized banks
have poor internal control. The growth record of defalcations offers
tangible evidence that this is the case. The opportunities to have good
internal control are greater in a large organization where individual
employees perform specialized activities. However, many of the principles of good internal control have application regardless of size.
Basic control features such as annual vacations, rotation of duties,
control of inactive accounts, and dual control over cash and securities
are repeatedly neglected, although these principles are well known to
the banking community. Regardless of the size of the bank or the effectiveness of its system of internal control today, the system will deteriorate in time unless positive steps are taken to maintain it.
While defalcations get the headlines, the role of internal control as
a means of providing accurate accounting data should not be overlooked. Management frequently looks at internal control as an additional expense without tangible benefits. Experience proves this is not
necessarily true, since the procedures used to guard against defalcation
frequently reduce errors which cause additional expense or loss of
4
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income. For example, adequate control of record keeping and physical
handling of securities held as collateral prevents losses caused by their
unauthorized or erroneous release. Similarly, failure to control various
income accounts can result in a loss of income regardless of the possibilities for misappropriation.
There are three steps in maintaining good internal control. First, a
sound system must be installed; second, the system must be policed
to see that it is actually operative; and third, the procedures must be
changed as the operations of the institution change. Unless all three
steps are taken, a false sense of security may be created. Finally, any
control procedures are only as good as the personnel who install and
maintain them.
Since the vast majority of commercial banks in this country (about
11,000 out of approximately 13,000) are generally classified as small
with total assets under $10 million, the opportunities for improving
internal control within this group are obvious.
Internal Audit
While internal control frequently can be improved in any given
organization, it is impractical to provide for any and all eventualities.
The Continental Casualty Company, after noting a variety of ingenious
ways in which bank defalcations were carried out, stated that "The
average dishonest employee usually has advanced to a position of trust
by above-average ability, ambition to progress and willingness to accept
responsibility, coupled with faithful application to duty over a long
period of employment." Since this is the calibre of the foe, we must
expect equal or superior attributes (plus honesty) on the part of the
internal auditor. Assuming the proper technical and personal qualifications, the internal auditor must have the proper authority to fulfill his
very sizable responsibility of protecting the bank's assets.
The internal auditor should report directly to the Board of Directors. In many small banks, the auditor or the person who acts in this
capacity may find it necessary to co-ordinate with and report to the
President on a day-to-day basis even though he theoretically reports
to the Board. There have been many instances where the auditor
reported to someone other than the Board and a misappropriation was
concealed indefinitely. In a recent New Jersey case the auditor reported
directly to the officer who had embezzled $400,000. It is not enough,
therefore, to pay lip service to the freedom of the internal auditor to
perform his functions without restrictions from management; it must
SEPTEMBER 1961
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be a fact. At a very minimum, written reports should be regularly submitted to the Board covering the scope of the auditor's work, his findings, and his specific recommendations.
Particularly in smaller banks, it is not feasible to employ a full-time
auditor. A survey conducted in Iowa some years ago indicated that
only 2% of the banks surveyed had full-time auditors. Aside from the
fact that the auditor is auditing himself where he functions in a dual
capacity, it is difficult to develop and maintain an adequate audit
program on a part-time basis.
The best qualified auditor needs a complete, up-to-date written audit
program and a schedule to be sure that all procedures are being performed as often as necessary. Also essential is an adequate staff of
technically competent personnel to fulfill the requirements of the audit
program. Care should be taken not to place too much emphasis on
clerical-type procedures which lack over-all effectiveness.
The dangers present are apparent when a part-time auditor is unable
to develop technical proficiency or prepare written programs and
schedules, and does not report directly to the Board. More insidious is
the danger that the internal auditor becomes so familiar with the procedures and personnel in his own organization that he tends to ignore
seemingly minor discrepancies which might uncover irregularities.
Even under the best circumstances, it is desirable to have the internal
auditor's activities and accomplishments subject to the independent
challenge of an annual review by a qualified public accounting firm.
Directors' Examinations
Under the National Banking Act directors of national banks are
required to appoint annually an examining committee to make — or
appoint someone to make on their behalf—suitable examinations every
six months. The semiannual requirement is waived by the Comptroller
of the Currency if an annual examination is made by a qualified certified public accountant. It should also be noted that directors of a
national bank may become liable for losses sustained by the bank due
to some breach of statutory requirements participated in or assented to
by the directors or because the directors have not exercised that degree
of care and prudence required under common law.
There are wide variations in state laws governing directors' examinations, ranging from no requirement to an annual examination by
independent qualified accountants in the State of New Jersey. As under
6
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the national banking law, however, the scope of the directors' examination is not clearly defined in state statutes.
The purpose of a directors' examination is to have members of the
board satisfy themselves, directly or through the use of public accountants, as to the financial condition of the bank. Many statutes refer to a
review of the books, records, accounts, and affairs of the bank. Outside
directors seldom have the intimate knowledge of bank operations
required to make a thorough examination. Individuals chosen as bank
directors are usually prominent in local business enterprises and are
selected for their business experience and judgment rather than their
knowledge of auditing. Rarely do they have the time to conduct an
examination which is reasonably complete in scope. As a result, officers
and employees are frequently used to make cash and security counts,
to run loan and deposit ledgers, and to perform other audit functions.
Examinations are often conducted at a time which will not interfere
with regular operations such as at a month end or on a Friday afternoon. Consequently, the element of surprise is missing. Directors'
examinations conducted by the directors themselves are often made
without the benefit of an audit program and without establishing simultaneous control over liquid assets.
The scope of directors' examinations performed by certified public
accountants can be complete enough to render an opinion, but these
examinations are frequently restricted in scope to such an extent that
the accountant is unable to do so. For example, the accountant may
be instructed not to confirm loan and deposit balances and, therefore,
may not be in a position to render an opinion. Many banks record their
investment, fixed asset, and bad debt reserves and their general reserves
in a manner which complicates rendering an opinion in accordance
with generally accepted accounting principles. For example, the
amounts transferred to reserve accounts may be based on tax or other
considerations which are difficult to relate to actual requirements.
In response to a survey of bank auditing practices conducted in
Texas, 75% of the banks admitted that a satisfactory directors' examination could not be conducted without qualified assistance. Only a
relatively small percentage of the banks reporting used the assistance
of an independent auditor, while internal auditors, officers, and clerical
employees were used extensively. It appears from this survey that many
bank directors either are unaware of—or ignore—their responsibilities
and their potential liabilities under national and state banking laws.
The apparent reason for this is the reliance of the directors on the
effectiveness of federal and state examinations,
(cont'd next page)
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Federal and State Bank Examinations
The objectives of examinations by regulatory authorities are threefold: first, to determine that banking laws and regulations have not
been violated; second, to determine that a given bank is solvent and
liquid; and third, to evaluate bank management and bank policies.
Bank examiners have made strenuous efforts to educate the banking
community that bank examinations are not audits. In general, the
examiner draws his conclusions by reviewing the bank's books and
records as shown, but makes little attempt to determine the accuracy
of the records. For example, cash can be counted and compared to the
balance per books without revealing a cash shortage created by destroying a deposit slip. Confirmation of the particular customer's account
would reveal the theft, but this procedure is not followed under ordinary circumstances. Some years ago the former California Superintendent of Banks, M. C. Sparling, stated in Auditgram2, "Although
a bank may be thoroughly examined in one or two days, it could not
be completely audited in less than one or two weeks. In all embezzlements it is the concealment feature, primarily through the distortion
of records, that generally is discovered only through an adequate audit."
Because regulatory examinations sometimes reveal irregularities, the
uninformed believe that this is one of their primary functions. Actually
the magnitude of many embezzlements is the real cause of their discovery. This was the case at the Sheldon National Bank where the
embezzlement became so huge it collapsed of its own weight after
remaining concealed for many years. Speaking from experience as a
former bank examiner, an official of NABAC stated that the supervisory authorities cannot find a well-concealed embezzlement unless
they trip over it, or unless it has become too large to control. Bank
management and bank directors' reliance on regulatory examinations
are, therefore, unwarranted since this is not the purpose nor the intent
of these examinations.
Up to this point, we have shown that there are widespread deficiencies and misunderstanding in the banking community as to the
effectiveness of internal control, internal audit, directors' examinations
and regulatory examinations in preventing and discovering bank defalcations. An independent examination by certified public accountants
competent in banking can make a significant contribution toward
closing the gaps in banks' defenses.
8
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Auditgram, June 1951.
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Examination by Certified Public Accountants
To serve banking clients, the certified public accountant must have
a thorough knowledge of existing procedures and reports regarding
internal control, internal audit, directors' examinations, and regulatory
examinations. Using this information, he can supplement these internal
efforts to eliminate the loss of money and reputation which accompanies
each bank defalcation.
From our review, it is evident that banks can use qualified certified
public accountants in any or all of the following ways:
1. To review the adequacy of internal control and internal audit
programs and to recommend improvements.
2. To perform the annual directors' examination.
3. To supervise the annual directors' examination, the actual work
being performed in conjunction with the bank's auditing department
or other bank personnel.
4. To perform audits and, when applicable, render an opinion on
the bank's financial statements.
5. To provide other specialized services not directly related to the
problem of defalcations such as tax advice and management services.
Whether or not a bank can be reasonably sure that engaging independent public accountants will disclose irregularities depends, of
course, on the scope of the engagement. For example, a study of
1,000 embezzlements revealed that 65% involved manipulation of
either loan accounts or deposit accounts. These discrepancies could
have been uncovered by direct confirmation of the accounts involved.
Assuming confirmations on a test basis, they would undoubtedly have
been uncovered much sooner than they were. This knowledge becomes
useless, however, if the scope of the engagement precludes the use of
direct confirmations.
A defalcation of the magnitude of the Sheldon National Bank affects
the entire banking community and is usually the result of poor internal
procedures. Such poor internal procedures are the result of inadequate
bank management. Part of the problem is the fact that top bank management frequently has a background in loans, investments, or customer
relations. Therefore, they are not always adequately informed as to
what constitutes good internal control or sound auditing procedures,
and they fail to distinguish the role of the independent certified public
accountant from that of the internal auditor or the bank examiner.
SEPTEMBER 1961
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They are not aware that the means to substantially reduce bank
defalcations are readily available.
The merits of a periodic independent challenge and evaluation by
certified public accountants has long been recognized by the management of industrial and commercial enterprises as well as by government
regulatory bodies such as the Securities and Exchange Commission.
However, a comparable role for certified public accountants in challenging internal accounting and auditing problems has not been recognized by bank management. This situation must be attributed both to
the accounting profession for its neglect in identifying its talents and
to bank management for its apparent apathy toward utilizing professional services in solving problems. There is, however, an acute awareness in banking of the dangers, both direct and indirect, of the growing
number of defalcations. It is up to the accounting profession to communicate the vital role it can play in preventing such defalcations.

Willard C. Westover
Management Services
Central Staff
Mr. Westover has been closely associated with
banking for over twenty years. His responsibilities
as Director of Services to Financial Institutions include national coordination of audit, tax, and management services engagements to banking clients.
He is a graduate of Syracuse University.

John P. Carroll
Management Services
Central Staff
Mr. Carroll is a New York CPA, a magna cum
laude graduate of Northeastern University, and
has a master's degree in business administration
from Pennsylvania State University. Besides being
active in several professional societies, he is a member of the faculty of Adelphi College.
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Born in St. Louis, Missouri, author Howard Maloney is a graduate of St. Louis University—B.S.C.
in 1942. After serving in the Army during World
War II Mr. Maloney went into public accounting
with a local firm in St. Louis. He came with TRB&S
in 1948. He is a member of the American Institute
of CPAs, the Missouri Society of CPAs and Delta
Sigma Pi.

When Elmer ran the show
by Howard P. Maloney
St. Louis

with
T evident chagrin muttered "Well, we just let Elmer run theandwhole
HE CREDIT UNION OFFICIAL SQUIRMED UNCOMFORTABLY

show."
Elmer ran the whole show all right—but a few of the featured acts
never appeared in the program. For instance, Elmer had very definite
ideas about who were playing the clowns in his production and most of
his efforts were to prevent his cast from finding out their assignment.
Elmer was pretty successful in this regard, too, since he kept his show
running for approximately five years while he snared some $65,000 of
the members' savings. Elmer was helped a little bit by the aversion
of the membership to spending money unnecessarily for auditing. After
all, the members reasoned, the State Department of Finance auditor
appeared one afternoon a year, "checked things over" for a modest
fee, and gave his annual blessing. Then, too, the Supervisory Committee
did some auditing each year—and after all this is the era of "do-it-yourself." Elmer had a "magic act" too that helped him get by these
auditing sessions—he could always produce an adding machine tape
that listed all of the members' share and loan accounts (which he kept
in substantial accuracy) but Elmer's magic made the tape show a total
agreeing with ledger controls rather than the total of all amounts shown
SEPTEMBER 1961
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thereon. None of Elmer's audience were ever skeptical enough to
suggest footing the tape themselves—so even though doctoring an
adding machine tape is not very original, Elmer made it work every
time.
"We countersigned those blank checks in advance because Elmer
didn't want to run all over the plant looking for us every time someone
wanted a few dollars."
Well, Elmer put on a pretty good running act in his show—right to
the most convenient bank to cash all those checks he made payable to
himself—and not for a few dollars. Elmer didn't want to clutter up the
books a lot with his own name as payee for these too frequent disbursements, so as an encore in his second-rate magic act he didn't
bother to enter these "personal-purpose" checks but raised the amounts
of legitimate checks enough to balance the checking account. Elmer
did his own bank reconciliations, too, so none of his seemingly enchanted audience ever had the opportunity to question him concerning
the discrepancies between amounts for which checks were entered and
the amounts for which the checks were actually drawn.
"Elmer was a good organizer and persuaded a lot of members to join
and deposit money with us" glowed our Credit Union friend.
Elmer was real eager, for deposits—cash deposits—conserved his
supply of pre-signed checks. Elmer always gave his depositors a signed
receipt—not pre-numbered, you understand, and he filed them very
carefully in an old Kleenex box. Elmer wasn't nearly as careful with
the cash itself—most of the time it seemed to get mixed up in his wallet
and never made it to the bank for deposit. Elmer credited the depositors' account all right—after all he could always fall back on the adding
machine trick—and general ledger controls had ceased to exist a long
time ago. Some of the depositors were uncooperative enough to give
checks for deposit, so Elmer, although forced to make the bank deposit,
ingeniously credited one of the larger ones ($2,000) to his own
account.
"He did a good job on delinquent loans" defensively stated the
Credit Union officer, "he was really rough with co-signers and made
them pay up."
Elmer, of course, was the most delinquent borrower of all, but he
never applied any of these collection efforts to himself. As with most
practicing embezzlers, his early withholdings were moderate unau12
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thorized loans which he probably intended to repay, but the snowball
was accumulating to the avalanche stage of the later years and the loan
didn't bear interest anyway.
Elmer's ingenuity in spending other people's money extended from
down-payments on automobiles to payment for uniforms for an afterhours public affairs activity. After his apprehension he admitted his
tastes ran to credit cards, Bahamas vacations, home swimming pools
and creating good impressions by picking up tabs for a free-spending
group with whom he associated.
The curtain fell on Elmer's tent show when a state examiner
uncovered in the debris of Elmer's filing system a packet of cancelled
checks made payable to Elmer (of all people!). Checking the footing
of Elmer's trial balance tape followed. When a hurried conference of
the supervisory committee was held and Elmer's ad-libs weren't very
convincing, an independent audit suddenly became a necessity rather
than a luxury.
Our examination covered the five years of Elmer's regime and
consisted primarily of vouching the recorded cash transactions, which
disclosed the existence of a considerable amount of non-recorded
transactions. Confirmation of all share and loan accounts of members
was made on a positive basis. Except for Elmer's tendency to pile rather
than file, supporting records were found to be available to account for
specific transactions involving over $55,000 of the total loss. The
remaining $10,000 was believed to result from the withholding of individual small cash payments and the accumulation of bookkeeping
errors. A claim for the full loss was made with the bonding company,
whose field examiner reviewed the organization's records and our audit
papers and, after disallowance of two items aggregating approximately
$900, honored and paid the claim.
In the past few months two other credit unions in the St. Louis area
have suffered substantial losses from defalcations. Elmer's production
(although not intended as a morality play) should convince us that all
audit programs should include an inquiry into auxiliary activities
sponsored by our clients for the benefit of employees and the frequency
and effectiveness of audit thereof. Such a relationship may be maintained on a distant basis as a matter of client policy, but should
difficulty arise, the association becomes very close. By requesting the
opportunity of audit of such activities when deemed necessary, we
expand our service to the client and may prevent this type of situation
in which Elmer's show became a sorry public spectacle.
SEPTEMBER 1961
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Banking is a specialized type of business and, as such, has some
highly specialized tax problems. Since it is their business, bankers are
aware at all times of the cost of money. Perhaps more than any other
client, a banker will appreciate a saving in taxes or even a deferral of
taxes. In order that you, as auditors for and advisers to bankers, may
be better equipped to recognize basic tax problems which may exist
with respect to those clients, this article will attempt to point out the
areas in which tax problems are most commonly encountered in
commercial banks.

Reserve for bad debts

In examining the accounts of any bank it is almost a certainty that
you will find that there is a reserve for bad debts. Although most
bankers justifiably believe that such a reserve is necessary and claim
tax deductions for additions thereto, there are many tax problems
connected with this deduction. I would venture to say that this particular reserve has resulted in more rules and less agreement than any
other single deduction claimed by banks since 1947.
The foundation of the above opinion lies in the history of this
particular item as it relates to banks.
Until 1947 banks, in providing for losses on loans, were subject to
the same statutory restrictions as any other corporation. That is, the
deductible addition to the reserve for bad debts was limited to an
amount which was considered to be reasonable when related to past
14
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What are the
SPECIAL TAX PROBLEMS
of banks?
by Nile W. Farnsworth
Detroit
loss experience and the expectation of losses in the current outstanding
loans 1 .
By the end of World War II the lean years of the thirties were gone
but the losses of those years had not been completely forgotten by
bankers. However, the years during World War II had shown practically no net losses on loans, and additions to reserves for bad debts
were extremely hard to justify based on immediate past experience.
In order to be able to provide for possible losses such as those incurred
in 1933 (the member banks of the Seventh Federal Reserve District
alone had net charge-offs of 6.48% of outstanding loans 2 ), the bankers
felt that some formula other than measurement by immediate past
experience should be allowed to banks in determining a reasonable
addition to the reserve for bad debts.
In 1947, the Commissioner of Internal Revenue, recognizing the
SEPTEMBER 1961
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1. Section 166, Internal Revenue Code (1954) (Section 23(k) (1) Internal Revenue
Code (1939), substantially unchanged).
2. Seventh Federal Reserve District statistics.
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problem of the banks with respect to providing for unusual losses,
promulgated Mimeograph 6209 3 setting forth a method whereby banks
could use a moving average of losses over the preceding 20 years
including the taxable year for determining the loss ratio to be applied
against eligible outstanding loans at the end of the taxable year involved.
The maximum allowable reserve for bad debts was limited to three
times the amount determined by applying the loss ratio to eligible
loans. The application of the loss ratio to eligible loans determined
the tentative addition to the reserve. The maximum allowable deductible addition to the reserve for bad debts for that taxable year was
limited to the difference between the reserve, before addition, and the
maximum allowable reserve, or the tentative addition, whichever
was smaller.
As stated above, Mimeograph 6209 required the use of a 20-year
moving average in determining a loss ratio. By the end of 1953 it was
apparent that banks were again approaching the same position they
were in at the end of World War II. That is, the 20-year period was
moving out of the depression years and the average loss ratio was
becoming lower each year. In 1954 the Commissioner issued Rev. Rul.
54-148 4 allowing the use of a fixed 20-year period for determination
of the loss ratio. The 20-year period could embrace any 20 consecutive
years after 1927. Naturally, almost every bank selected for use the 20year period which produced the highest loss ratio.
One of the first problems to arise in conection with the rulings discussed above was that of determining which loans fell into the category
of "eligible loans." Over the years it has been fairly well established
that loans which are insured by governmental agencies are not "eligible
loans." This, of course, is a logical approach since no loss should be
incurred upon such loans. It should be remembered, however, that not
all "insured" loans are fully insured and such loans are required to be
excluded from "eligible loans" only to the extent that they are insured.
Thus, an 80% insured loan constitutes an eligible loan to the extent
of the 20% portion which is uninsured.
Another related problem is the method of determination of the loss
ratio. Is a bank required to relate total net losses for the 20-year period
to the total of year-end balances of eligible loans for the same period
or is it required to determine a loss ratio for each year separately and
then determine an average of the 20 yearly loss ratios? The latter
method certainly is advantageous to banks which experienced great
growth during the 20-year period selected for determining the loss ratio
to be used.
16
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The Commissioner has ruled that either method is acceptable as
long as the one selected is consistently used5. However, we have
learned that, where a bank has selected the method which is least
advantageous, the Internal Revenue Service might allow the bank to
change to the more advantageous method. Such a change would be
considered to be a change in accounting method requiring prior
approval by the Service. The application for permission to change
accounting method must be filed during the first 90 days of the taxable
year in which the change is to become effective.
The Commisisoner has also ruled that where a bank is on the reserve
method and is using the 20-year moving average method of determining its loss ratio (as opposed to a fixed 20-year period) it may
change to the alternative method authorized by Rev. Rul. 54-148
without requesting permission in any taxable year beginning after
December 31, 19536.
In Mimeograph 6209 it was stated that a newly organized bank or a
bank without sufficient years' experience for computing an average
would be permitted to substitute the "average experience of other
similar banks with respect to the same type of loans, preferably in the
same locality, subject to adjustment after a period of years when the
bank's own experience is established."
Rev. Rul. 54-148 allows a bank which selects a 20-year period which
extends back into years for which it has no experience of its own to
fill in such years with similar comparable data.
Rulings cause controversy

The above rulings have caused considerable controversy in the
respect that the requirement of "similar comparable data" is difficult
to interpret. Many banks, finding themselves in the position of having
to employ a substituted ratio, have used the loss experience of all
member banks of their particular Federal Reserve District. Although
there has been no published sanction by the Internal Revenue Service
of this practice, in a recent case involving a Milwaukee bank7 the
Commissioner permitted the use of the loss experience of all member
banks of the Seventh Federal Reserve District for the years in which
the taxpayer bank had no experience of its own. This method was
accepted by the Court.

\s

It is interesting to note that even though the rulings appear to require
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5. Rev. Rul. 54-597, 1954-2 C.B. 90; The Boardwalk National Bank of Atlantic City,
34 T.C. No. 99 (1960).
6. Rev. Rul 55-3, 1955-1 C.B. 282.
7. American State Bank v. United States, 176 F. Supp. 64 (E.D. Wis. 1959), affd. 279
F. (2d) 585(C.A.7,1960).
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explicitly that a bank use its own experience where available, some
banks have attempted to substitute the experience of other banks for
their own. One bank argued that a change in its management resulted
in a more liberal loan policy and therefore it should be entitled to a
higher loss ratio. The Commissioner contended that this was not
permissible and his position was sustained by the Tax Court 8 .

Bank mergers create problems, too

In this age of bigger and bigger business, corporate mergers are
commonplace and mergers of banks are no exception. Upon merger
of two banks, both of which are on the reserve method of treating bad
debts, another problem immediately presents itself. Should the loss
ratio used by the surviving entity be that of the merged bank, that of
the surviving bank, or a combination of the two? If the merger involves
two banks of greatly differing size (which is often the case), the combining of loss experience can have an unfavorable effect on the loss
ratio.
We are aware of at least one case in which the National Office of
the Internal Revenue Service has privately ruled on this question. The
ruling was confined to the facts of that particular case and the Service
decided not to publish a ruling regarding the question?. There is some
indication of a strong possibility that the Service still may take the
position that a combined experience must be used.
The fact that the ceiling reserve is directly related to eligible loans
may cause some problems regarding the deduction for the addition to
the reserve for bad debts. For instance, in a year in which the eligible
loans of a bank decrease from the eligible loans at the previous year
end, it is possible that the bank may not be entitled to a deduction
because its reserve exceeds the maximum ceiling. Although it may
appear that no deduction is allowable at the time the return is filed, a
subsequent examination may result in disallowances which reduce the
reserve below the ceiling. In such a case it is not clear whether the fact
that no deduction was claimed in the return filed is an "election" not
to claim a deduction in that year. As a protective measure it would
appear advisable to include in any return in which no deduction for
bad debts is claimed a statement to the effect that the bank desires to
claim the maximum allowable addition to the reserve for the year.
The insertion of such an "election," though possibly not required,
should serve to protect the bank's right to a deduction for that year
18
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in the event a subsequent examination results in adjustments to the
reserve for bad debts.
One other unusual facet of the reserve for bad debts is the requirement that any reserve addition which is claimed by a bank must be
entered on the books of the bank. Unlike many items which may be
deducted for tax purposes without any entries being made on the books,
the bad debt deduction must be covered by adequate reserves on the
books. Thus, in reviewing a bank's tax returns we should make sure
that adequate reserves exist on the books to cover the bad debt deduction claimed.
Aside from the problems discussed above with respect to reserves
for bad debts, it should be noted that this also is an area in which some
limited tax planning may be effective. The deduction allowed for additions to a reserve for bad debts is the only deduction I know of which
is not required to be claimed in the year in which it first becomes
allowable. Because of this a bank may defer claiming the deduction if
it does not appear that it will be most advantageous. For instance, it
would not be wise to claim such a large deduction that taxable income
would be reduced below $25,000. If that were done, part of the deduction would be producing only a 30% tax benefit. Although the extent
to which this planning tool may be used is limited, it should be borne
in mind when reviewing the tax status of banking clients.
Another planning area exists in a bank's ability to control somewhat
the amount of eligible loans at year end. It is possible for a bank to
purchase loans from another bank and thus increase its eligible loans
at year end. Of course, most banks would not purchase loans merely
to increase the bad debt deduction, but if a purchase of loans is anticipated for good business purposes, it would be desirable to make such
a purchase prior to year end?
It is evident from the foregoing that the area of reserve for bad
debts in a bank certainly has many problems. In making an examination
of a bank, we should attempt to determine whether the client is taking
full advantage of the reserve method of providing for bad debt losses.
Even though there are problems connected with the use of the reserve
for bad debts, it will normally be advantageous for a bank to use such
a method. If a bank is not using the reserve method, a review of its
net losses during the years after 1927 should be made to determine
how much tax benefit could be obtained through adoption of the
reserve method. If it is determined that the adoption of the reserve
method is desirable, then permission must be obtained for such adopSEPTEMBER 1961
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tion. Such permission must be requested from the Internal Revenue
Service within the first 90 days of the taxable year in which the change
is to be effective.
Discounts on purchased mortgages

There are in existence today many mortgages which were taken by
the original mortgagee at interest rates less than the current acceptable
rate of interest. Frequently banks will purchase such mortgages from
the holder thereof at substantial discounts from the face value or
unpaid principal of the mortgage. Such discount is intended to adjust
the effective rate of interest earned on the investment.
The treatment accorded such discounts as to when they are reported
as income (for both book purposes and tax purposes) may vary from
bank to bank, depending largely upon whether a bank reports on the
cash basis or on the accrual basis. However, there may be differences
even between banks which employ the same general accounting
method.
In the case of a bank reporting on the cash basis, such discount
might be reported as income on the books as payments on the mortgage
are received. On the other hand, some cash basis banks might report the
discount as income only after the entire purchase price of the obligation had been recovered. For tax purposes either bank would be
required to report income as payments are received by the bank.
Dissimilarities in reporting for book purposes may also be noted
between two banks which report on the accrual basis. Bank A may
accrue the discount as income ratably over the life of the obligation.
This treatment implies that the discount is merely an adjustment of
interest and should accrue only as other interest accrues. Bank B may
report the entire discount as income upon the date of purchase of a
mortgage at a discount. The argument used in this case is that the
discount is a commission to the bank which will be collected whether
the mortgage is paid in full the next day or at the maturity date.
The position that the Internal Revenue Service may take in the case
of an accrual basis bank is hard to predict. There are a number of cases
and rulings which hold that the discount should be reported for tax
purposes ratably over the life of the obligation10. On the other hand,
an agent might contend that such discount must be reported as taxable
income at the time that an obligation is purchased at a discount. He,
too, would have precedent on which to rely11.
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10. S.M. 3820, IV-2 C.B. 32; I.T. 1650, II-l C.B. 48; Motors Securities Co., Inc., 11
T.C.M. 1074(1952).
11. Columbia State Savings Bank, 41 F. (2d) 923 (C.C.A.7, 1930) affirming 15 B.T.A.
219; Bonded Mortgage Company of Baltimore, 70 F. (2d) 341 (C.C.A.4, 1934)
affirming 27 B.T.A. 965.

Although the above discussion would lead one to believe that almost
any method of reporting for tax purposes may be acceptable, care
should be exercised in making recommendations to clients with respect
to this item. Any change in the method of reporting might be considered
to be a change in accounting method for tax purposes rather than a
correction of an erroneous method of reporting. The problems attendant
thereto might be greater than the problems eliminated by the change.
Security transactions

All commercial banks will have a great portion of their total assets
invested in either municipal or United States government obligations.
This area is not so much one in which there is a tax problem but one
offering definite possibilities for extremely effective tax planning.
Section 582(c) of the Internal Revenue Code of 1954 states:
". . . in the case of a bank, if the losses of the taxable year from
sales or exchanges of bonds, debentures, notes, or certificates,
or other evidences of indebtedness, issued by any corporation (including one issued by a government or political subdivision thereof), exceed the gains of the taxable year from
such sales or exchanges, no such sale or exchange shall be
considered a sale or exchange of a capital asset."
The above provision in the law recognizes the fact that a bank must
keep substantial portions of its total assets invested in securities and
that losses incurred in security transactions should not be subjected
to the normal restrictions on losses from the sale of capital assets since
securities held by a bank are actually property used in its trade or
business.
Because most of the securities held by a bank are readily marketable
and the selling price readily determinable, a bank is in the position
of being able to control bond losses and gains. By carefully selecting
which issues are to be sold, a bank can arrange to realize gains in its
portfolio in one year and losses in the next. Since net gains in security
transactions will be taxable as capital gains and net losses deductible
as ordinary losses, the tax advantage of proper planning is obvious.
The provision regarding bond losses may also be used to control
taxable income in years when bond prices are low and yields high. By
selling off low yield issues and reinvesting in high yield issues, the bank
can incur deductible losses, increase its income from investments, and
not materially affect the maturity value of its portfolio. In taking advanSEPTEMBER 1961
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tage of this particular plan, a bank should be careful not to run afoul
of the^wash sale provision of Section 11)91 of the Internal Revenue
Code. This provision disallows as a deduction the loss on any security
sold if a substantially identical security is acquired within 30 days
before or after the loss is incurred. "Substantially identical" securities,
however, are rather rare since a difference in any material feature
(interest rate, maturity date, or refunding feature) may result in a
security not being substantially identical 12 .
An inevitable, however undesirable, result of holding a large portfolio of securities is that some may become worthless. Section 582(a)
of the Internal Revenue Code of 1954 provides that losses on worthless
securities (as defined in Section 165(g) (2) (c)) held by a bank are
treated as bad debt losses. Other taxpayers are required to treat such
losses as being from the disposal of capital assets. Here again, the
different nature of the reasons of a bank for investing in securities is
recognized.

Bond premiums

and

discounts

Because of the relatively rapid shifts in demand for money, a bank
will rarely acquire bonds for investment at face value. Depending on
whether yields are currently high or low, a bank will acquire bonds at
a discount or at a premium. The treatment of such discounts and
premiums for book purposes may differ substantially from the required
treatment for tax purposes.
Quite often banks will buy short-term, noninterest-bearing securities
which are issued on a discount basis. The Internal Revenue Code 1 3
requires that, where the maturity date is less than one year from issue,
the difference between purchase price and sale price or maturity value
on such securities be reported as ordinary income at date of maturity
or earlier sale.
Interest-bearing securities which are purchased at a discount are
treated differently from short-term, noninterest-bearing securities. Depending on the length of time the security is held, the discount which is
realized at maturity or sale is treated as long-term or short-term capital
gain. Since many banks will accumulate such discounts ratably over
the life of the security for book purposes, care should be taken to adjust
this item of income in the tax return. The foregoing applies to securities
which were not originally issued at a discount. In the case of securities
originally issued at a discount, Section 1232 of the Internal Revenue
22

THE QUARTERLY

12. Rev. Rul. 58-211, 1958-1 C.B. 529; Rev. Rul. 58-210, 1958-1 C.B. 523.
13. Section 454(b), Internal Revenue Code (1954).

Code of 1954 specifically requires that the portion of the gain on sale
representing recovery of original issue discount be reported as gain
from the sale or exchange of property which is not a capital asset.
Premiums paid for bonds are treated differently depending on
whether the interest received on the security is taxable or nontaxable.
Premium on taxable bonds may be deducted ratably over the life of
the bond if the taxpayer so elects 14 . Deduction of such discount should
be recommended since it is deductible at ordinary income rates, whereas if it remains as cost of the security at disposal, it may be deductible
only at capital gain rates.
Premium on tax-exempt municipal securities may not be deducted
for tax purposes since the income therefrom is not taxable. However,
such premium must be amortized in computing adjusted basis of the
security at disposal.
Purchases of F.N.M.A.

stock

Banks quite often will sell mortgages to the Federal National Mortgage Association. In order to be allowed to do this, the bank will be
required to purchase certain amounts of F.N.M.A. stock. Most banks
also dispose of this stock since its dividend yield is usually low in
relation to its cost.
Until recently the loss incurred by banks in disposing of such stock
has been deductible only as a capital loss. Thus, in order to utilize such
losses for tax purposes, the bank had to realize capital gains and offset
the loss, thereby realizing only a 25 % benefit.
Because of the fact that banks were required to purchase F.N.M.A.
stock and thereby incurred losses, it has long been argued that such
losses should be fully deductible. In September of I960, the President
signed into law a bill which allows banks to deduct the difference
between the price paid for F.N.M.A. stock and the market value of
such stock on the date of purchase 15 .
Depreciation

Many banks still follow the conservative policy of charging to
expense all additions to furniture, fixtures, and equipment. Care should
be taken to see that proper records are maintained with respect to these
assets so that depreciation may be claimed and allowed for tax purposes.
Some banks also do not claim accelerated depreciation, which is authorSEPTEMBER 1961
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14. Section 171, Internal Revenue Code (1954).
15. P.L. 86-779 signed September 14, 1960, creating present Section 162(d), Internal
Revenue Code (1954) effective January 1, 1960.

ized. The claiming of depreciation computed under one of the methods
of accelerated depreciation as well as additional first-year depreciation
authorized by Section 179 of the Internal Revenue Code should be
recommended in most cases.
Dividends

on Federal

Reserve Bank stock

Member banks of the Federal Reserve System are required to own
stock in the Federal Reserve Bank. How many shares must be owned
depends on the size of the member bank. The Internal Revenue Code 1 fi
provides that dividends received on such stock which was acquired
prior to March 28, 1942, are completely exempt from taxation. In
preparing or reviewing a tax return of a bank, this exemption should
be borne in mind.
For the audit and management

services staff

As stated earlier, the tax problems of banks are highly specialized.
It is important that members of the audit and management services
staff be able to detect a tax problem which may exist in a particular
bank. The solution to the problem can probably best be handled by
the tax personnel assigned to the engagement. If this article can help to
bring such problems to light, then its purpose will have been served.

Nile W.

Farnsworth

Born in Parkersburg, West Virginia, author
Nile Farnsworth graduated from West Virginia University where he received a bachelor
of science degree in 1953. Mr. Farnsworth
joined our firm in that year and is a supervisor
in the Detroit tax department. He is a member of AICPA and is on the Committee on
Relations with Bankers of the Michigan Society of CPAs.
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Receptionist Susan V. Fraser is on hand to welcome visitors.

introducing

^©ssr

From time to time readers have requested articles
describing some of our United States offices. This
is the first in a series which will include Chicago,
St. Louis, Seattle a n d others.
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introducing
Boston

Marjorie J. Johnson, who wrote
this article, takes dictation from
partner Hugh Dysart in photo at
left. On facing page, tax supervisor Donald C. Wiese and manager Robert S. Hall (behind desk)
discuss a technical matter with a
visiting tax agent.

STAID O L D BOSTON HAS OPENED ITS DOORS and accepted TRB&S.

It has not been easy to convince the wary, stringent Yankee of our
merits—but we have finally made the grade.
Because of the diligent efforts of Frank Hawley and Hugh Dysart.
Jr. over the years, the Boston Office has acquired the respect of bankers
and investment brokers throughout the area and has been successful
in bringing the firm's fine reputation to the attention of Boston business.
As a result, the initial staff has increased five fold and there appears to
be no end to this growth. Since January of this year alone, the office
has obtained eight new clients with an aggregate sales volume in excess
of $100,000,000.
The office was opened on August 1, 1948 at 80 Federal Street by
Frank W. Hawley, now retired. Mr. Hawley was with Allan R. Smart &
Co. at the time of the merger in 1947. From 1948 through 1953, the
work consisted primarily of audits of branches and divisions of clients
of other TRB&S offices.
On September 1, 1953 we merged with the firm of Hugh Dysart &
Co. A brief history of this firm would begin with Hugh Dysart, Sr. who,
on graduating in 1900 from the University of St. Joseph in New
Brunswick, Canada, entered the employ of Andrew Stewart, CPA.
This company later became the firm of Stewart, Watts and Bollang,
which merged a few years ago with Arthur Young & Co.
26
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Mr. Dysart left the company of Andrew Stewart to open his own
office and in 1920 Helen G. Creeden, now the bookkeeper in the
Boston Office of TRB&S, started her employment with him. Mr. Dysart
operated as an individual until 1942 when he formed a partnership
with John F. Manning and James Haithwaite at which time the company became the firm of Hugh Dysart & Co.
Hugh Dysart, Jr. became associated with his father in 1943 and was
made a partner of that firm in 1945. The firm continued to operate
with increasing business volume until its merger with Touche, Niven,
Bailey & Smart in 1953.
With this merger the office moved to larger quarters at 75 Federal
Street, the character of the work changed, and over half of the time
was devoted to clients who were located in the Boston territory. Two
of the major clients which came to the office through the merger were
a wholesale druggist and a large cotton waste dealer. During the
summer of 1960 the offices were again expanded and modernized to
accommodate the growing staff.
The Boston Office has a strong interest in management services and
all of our people have performed services in this area. In addition, the
firm's Management Services Central Staff has frequently been called
on to assist in these projects. Donald Keller, a former Boston audit
staff member, has been assigned for training during the past year to the
SEPTEMBER 1961
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At left is Boston's audit supervisor,
Stanley E. Hart, who has also played
a major role in the training and development of newer staff members.

Detroit Office management services staff and will return shortly to
devote his full time to this work.
The office has a wide diversity of clients—discount houses, construction, electronics, land development, mail order houses, department
stores, printers, manufacturers, open-end investment funds, etc. Among
the unusual businesses of its clients are harbor pilots, cemeteries,
settlement houses, a political club, churches and a go-cart track.
Hugh Dysart, Jr., partner in charge of the Boston Office, was associated with his father in the firm of Hugh Dysart & Co. before the
merger. He is a graduate of Colgate University and has been a resident
of the Bay State all his life. He and his wife, Virginia, and their three
daughters—Jan, Patricia and Deborah—live in Needham, Massachusetts.
He is a member of several clubs and serves on various committees in
the Boston area.
Robert S. Hall, who was one of the original members of the Boston
Office, transferred to Detroit in 1951. In 1955 he returned to Boston,
where he is now manager. Mr. Hall graduated from Boston University
and lives in Braintree, Massachusetts with his wife Ruth, their two
sons—Robert and Jeffrey—and daughter Leslie. He, too, is active as a
member of various committees in the town of Braintree. Bob is a
tireless worker and his efforts have contributed materially to the success
of the office.
Stanley E. Hart, the audit supervisor, is the third man of the management team. He joined the firm in 1951 and since then has assumed
increasing responsibilities for major audit engagements. Stan has also
played a major role in the training and development of the newer staff
members and has strong client relationships.
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The tax department is under the supervision of Donald C. Wiese,
who transferred to Boston from the Executive Office in September
1960 and was formerly with the Seattle Office. As in all TRB&S offices,
tax work is done for the majority of the clients and the work in this
department, too, has increased along with the other phases of the
business. With the influx of these new clients, Don is dealing with many
varied problems and is also training other people to take care of the
expanding activity in this department.
A large contribution has been made to the growth of the Boston
Office by fine staff personnel since the opening of the office in 1948.
Their cooperation, enthusiasm and ability have helped maintain good
continuing client relationships. Their personal identification with
clients' problems and interest in providing first-class audit services, as
well as their interest in taxes and management services, have helped
establish the reputation of the firm.
Behind the scenes and at the reception desk the Boston Office is
assisted by Helen G. Creeden who—as stated before—was originally
employed by Hugh Dysart & Co.; Marjorie J. Johnson, who has been
with the office since 1957, and Susan V. Fraser, who came the first of
this year. Helen is in charge of all bookkeeping and accounting in the
office. Marge is secretary to Mr. Dysart and is also responsible for all
report typing and other internal office functions. Susan, who is the
receptionist, handles the busy telephone and performs many other
duties.
In general our Boston people have justifiable pride in their rapid
growth and in their conviction that they will continue on in their
prestigious success.
Hugh Dysart and Helen Creeden, who started with his father's firm in 1920.

-•mm,

No mystery about advancing at TRB&S —
here is a clear statement of how promotions
are made and who is eligible.

Going up —
EACH YEAR ON SEPTEMBER 1 THOSE ALL-IMPORTANT PROMOTIONS to

partner, manager and supervisor are announced. But these announcements are the culmination of a long, careful process that began many
months before. Candidates for partner are nominated (in April) two
years in advance of promotion. Recommendations for promotion to
manager, supervisor and senior consultant are sent to the Managing
Partner by May 15 of each year. After review by the partners having
national responsibilities, the Managing Partner passes upon the recommendations for promotion to manager and to supervisor or senior
consultant; promotions below the supervisory level do not require
such approval.
Each management position carries certain responsibilities to clients,
to the public and to the firm, and calls for certain traits of personality
and character plus definite levels of skill and experience. You may be
interested in knowing exactly what the qualifications are for each of
the three management levels—partner, manager and supervisor.

Partners and

principals

New partners are named each year from those within the firm who
have exhibited outstanding ability. Each must be a CPA and be recognized as an expert in his field. The partners make decisions in
applying the policies and operating practices of the firm. They supervise the staff to see that firm policies are carried out at all levels. Final
responsibility for all decisions rests with the partners; they are respon30
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and how you get there
sible to each other for every activity of the firm. They are responsible
to the law, to the public interest, to the profession, and to the clients
they serve.
A principal has the same status as a partner, except in the legal
sense. The position was created for people in Management Services
who, although they have master's degrees and doctorates in other
fields, do not have the educational background and experience to qualify for the CPA examination.

Procedures for recommending
partners and principals

new

By April 30 of each year preliminary recommendations are made
to the Managing Partner by each partner in charge after he has consulted with all the partners in his office. The partner in charge writes a
memorandum to support each recommendation, setting forth how the
candidate would fit into the organization of the firm and the contribution he would be expected to make to its growth.
The partners having national responsibilities review all preliminary
recommendations and submit their comments to the Managing Partner.
For every candidate given a preliminary recommendation by the
partners in charge, a complete file is furnished to each member of the
Policy Group. The file includes the recommendation of partners
having national responsibilities and the recommendation of the ManSEPTEMBER 1961
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aging Partner. The Chairman of the policy Group reports to all partners in charge the names which have been given preliminary approval
by the Policy Group.
Candidates for partnership must be under consideration by the
Policy Group for at least two years prior to formal action. A particular candidate is considered by the Policy Group at each of three
separate meetings: (1) not less than two years in advance of possible
admission, (2) one year in advance, and (3) when formal admission
is considered. Recommendations from the partners in charge are
therefore required at three successive times for submission to the
Policy Group.
Final

recommendations

By April 30 of each year a final recommendation is made by the
partners in charge with respect to the names on the approved interim
report of the Policy Group of the previous year. This recommendation
is acompanied either by the written approval of each partner in the
office or his dissent, together with a statement of his position.
The Chairman of the Policy Group, before formal announcement
of new partners, advises all partners in charge of the final action taken.
Manager
To be promoted to manager a person must have demonstrated
ability to deal with people and to represent the firm creditably before
the public. He must display good business judgment and maturity and
have a background of substantial accounting responsibility. A manager
is responsible to partners and typically directs the activities of supervisors and seniors through office consultations and short field visits.
A person is eligible for promotion to manager if he functions in one
or more of the following ways:
• Plays a major role in the top management of an office.
• Is responsible for a major department within an office and makes
decisions for that department, subject only to appropriate review
by a partner.
• Although not responsible for an office or a department, is primarily responsible for dealing with a substantial clientele, subject
only to general partner supervision.
A manager participates in the management of an office by assuming
32
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responsibility with the partners for public relations and business development. He participates in decisions involving recruitment and compensation of personnel and other administrative matters within the
policies of the firm.
In relations with clients a manager, subject to appropriate review
by a partner, has primary responsibility—within the general policies of
the firm—for technical decisions in his field and for dealing with clients,
including billing. He will seek the advice of partners on new mattters
where firm policy has not been stated.

Audit

Supervisor

To be promoted to audit supervisor, a person must have enthusiasm
for the firm, must have constantly acted in the best interest of the firm,
and have so conducted his personal and business life as to be a credit
to the firm. It must be evident that he plans a long-range connection
with public accounting.
An audit supervisor will inspire confidence in clients' top management representatives and in our own staff and will be capable of consulting with clients on general business and accounting problems. He
will have a sound basic knowledge of accounting theory and will be
able to arrive independently at sound decisions. He will have demonstrated a proficiency in writing and speaking on technical accounting
subjects and the ability to write letters to clients on complicated
problems.
An audit supervisor is responsible to partners and managers and
typically supervises senior accountants through frequent office consultations and short field visits. In all areas listed below, an audit supervisor will be able to manage adequately a new major engagement for
a client in a field of business new to the supervisor:
a—Survey the engagement
b—Prepare adequate program and time budget
c—Plan for personnel
d—Conduct periodic field contact to
1—Review and approve working papers
2—Isolate major problems
3—Control actual time
4—Ascertain that audit program is being satisfactorily carried
out and modify it if necessary
SEPTEMBER 1961
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e—Analyze problems and arrive at recommended solutions, subject
to consultation with partners
f—Direct the preparation of, review and submit comprehensive
reports on the examination, including letters of recommendation,
reports to the SEC, and reports to stock exchanges.
An audit supervisor will be able to adequately manage a number of
engagements performed simultaneously. He will have a basic knowledge of tax laws, will be able to prepare and direct the preparation of
federal and state tax returns, and will also be able to direct management
services engagements with the assistance of the management services
staff. He will be conversant with the general requirements of the SEC
and stock exchange as well as with the accounting reports to be
submitted.
(The tax supervisor and the senior consultant in Management
Services must have qualifications similar to those listed above, but
modified to suit their particular specialties.)

No one is

overlooked

What about people who are not promoted? Is there any possibility
that they might fail to be considered? Actually we don't think this can
happen; certainly we hope not. As one safeguard, the Executive Office
regularly reviews the professional staff for people who have reached a
certain salary level or have attained a given age or have been with the
firm a certain number of years without progressing to a higher position.
A list of these people is submitted to all partners in charge once a year
and the reasons for lack of promotion are studied.
As you know, the partner in charge of each office also reviews with
his staff the progress each person has already made and the further
progress he can expect to make with the firm. Plans are made to
help the individual strengthen any weaknesses and acquire needed
experience.
Promotion, then, represents the achievement of certain well-defined
levels in a public accountant's career. Your progress toward these levels
is carefully noted and recorded by the people to whom you report and
with whom you work. It is your duty to yourself to keep an equally
close check on your own progress and to ask for any help you need to
achieve the goal you have set for yourself.
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Have you ever thought
of writing an article
for the

Quarterly?

You MAY HAVE WONDERED how the various Quarterly articles originate
—whether they are assigned or written spontaneously by volunteers.
The answer is, articles come to us in both ways. Sometimes an assignment to write an article will come out of a firm committee meeting or
out of the Supervisors' Conference. At other times the Editor will
write to the partner in charge of an office, suggesting a topic for an
article and asking that it be assigned to someone in that office.
Some articles, however, are submitted by individuals who become
so interested in work they are doing or in some question they have
researched that they want to share their findings with others in the
firm. We are always delighted to receive such articles.
Perhaps you have thought of writing but have hesitated because you
are not an outstanding authority on the subject that interests you. This
should not prevent you from writing, however, since every article is
submitted to the appropriate technical people in the firm and is carefully appraised by them. You will be told of any weaknesses and will
receive suggestions on how to do the needed research or rewriting
that will make your article first rate.

Why should you write for the

Quarterly?

Writing an article is hard work, but there are many rewards. A few
of these are listed below.
1—Writing an article is one of the best ways to really learn the
subject you are exploring. To explain something to a reader means
that you must thoroughly understand it yourself and be able to answer
any question or argument that might arise in connection with your
topic.
2—Because of our practice of submitting your article to the technical
people in your field, you receive the benefit of their careful criticism
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and their own thinking on the particular topic you select.
3—The Editor of the Quarterly will evaluate your writing style for
readability, organization and effective expression, and will offer suggestions for improvement. These hints can benefit all your written communications, which are an important part of your professional work.
4—You will find the comments and criticisms of Quarterly readers,
once your article is published, very interesting.
5—Your article will be read by TRB&S people in 25 countries as
well as in every U.S. office. A well-written original article can bring
you favorably to the attention of everyone in the firm. Should you be
transferred to another office you will find that, by means of your
article, you have already established a favorable reputation before you
arrive. Then, too, other offices are more likely to request your services
if you are known to them.
6—Occasionally an article written for the Quarterly is of such general
interest that it is reprinted in a national publication, thus making you
more widely known.

How do you submit an article?
Before starting to write it is best to submit your topic either to
Dolores DeWolf, editor of the Quarterly, or to any of the contributing
editors listed in the front of the magazine. This will insure that you are
not duplicating an article either already published or awaiting publication. We would like to see articles in all areas—audit, tax, and management services.
Your first draft should be submitted to the partner in charge of your
office for clearance and then to Mrs. DeWolf. She will see that the
proper technical people go over your article and will add her own
comments. With your final draft you should submit your photograph
and a brief biography.
In case you would like to write and are willing to devote the time
to research, but cannot seem to find a suitable topic, drop a note to
Mrs. DeWolf indicating your general area of interest. She will see to it
that you are provided with a selection of topics to choose from.
Writing an article for the Quarterly takes effort and time, but you'll
have plenty of help. We think you will find it a highly rewarding
experience.
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by Henry E. Mendes
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Advisory

Partner

As ONE WHO KNEW A L KOCH FOR OVER FORTY YEARS and held him
in high esteem, his sudden and untimely passing on May 13, 1961
within two days of his 59th birthday was a tremendous shock to me,
as it must have been to anyone whose good fortune it was to have
known him. I first met him when he started on the New York Office
staff as a junior in June, 1920. He was a most gracious person, true
blue, of unquestioned integrity, and one whom no one could fail
to like.
For a time Al was my principal assistant. Our first intimate contact
was, as I recall, either in 1921 or 1922 on an examination of the
affairs of Adolph Gobel, Inc. (packers) that the firm undertook for
a group of investment bankers incidental to that company's first
public financing. He worked like a Trojan on that job, as he did subsequently on several other engagements that fell under my supervision.
Al obtained his New York CPA certificate in 1925 and ten years
later was transferred to Chicago to assist in the management of the
firm's office in that city. He was married to Gertrude Sutton in 1929;
Mrs. Koch and two daughters survive him.
Al's connection with the firm may really go back to the time when
John B. Niven arrived in America in 1897 and joined the staff of Price
Waterhouse & Co. At that time Al's father was the bookkeeper and,
I believe, the office manager of the New York office of that firm.
When Al had completed his studies and before he sat for the CPA
examination, his father referred him to Mr. Niven who, in the meantime, had gone into partnership with Sir George A. Touche of London.
Thereupon Al was engaged to start on the staff of Touche, Niven &
Co. as a raw junior in 1920. Who knows but that may have been the
consummation of a long-standing agreement which the two elders may
have had over the years?
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Supervisors'
Conference

To DISCUSS THE MANY PROBLEMS of firm administration and to get
to know one another better are two objectives of the TRB&S Supervisors' Conference. The dates this year were June 20-30 and the place
was The Homestead at Hot Springs, Virginia. Featured speaker on this
year's program was syndicated news columnist Marquis Childs, who
discussed the most recent news developments. Twenty-eight supervisors and managers attended.

Aloysius Mlot of Detroit, James Crosser of Los Angeles and Gordon Birney of Toronto made a threesome for a few holes of golf.

Page Thibodeaux of Cleveland, Detroit's Phyllis Peters, Atlanta's
William Tate and Toronto's Gordon Birney await refreshments.

During coffee break, Milton Gilmore of San Francisco, Gerald Gorans of Seattle, Milwaukee's Lowell Robertson and Cleveland's Page
Thibodeaux continue discussion of a point brought up in meeting.

William Jackson of Washington and Donald Shore of Denver use
adding machine to check the footing during a problem session.

Professional Auditing
Training Program

Jay Imholte of Los Angeles, left, and Douglas Donaca of Portland
found that writing the final examination took concentrated effort.

^/

Ernest L. Marx of Los Angeles, James Baudhuin of Milwaukee, Chicago's Marjorie June and Dayton's Joyce McGrew hard at work.

of the two-week professional auditing training program held July 30-August 11 is the work done in the discussion
groups. By working out problems and exchanging opinions with the
instructors and other students, the 124 young accountants gained valuable insights into accounting practice. This year the program was held
at air-conditioned Kellogg Center on the campus of Michigan State
University at East Lansing.
MOST IMPORTANT PART

Instructor Milton Kuyers of Milwaukee helps a member of his
group with a problem during an afternoon discussion period.

WHAT'S NEW?

Presenting a quarterly

6 8 T R B & S staff people m o v e u p n e w p a r t n e r s , m a n a g e r s and s u p e r v i s o r s
Partners
Kay H. Cowen, Chicago
Robert B. Dodson, Los Angeles
Roger G. Froemming, Milwaukee
Gwain H. Gillespie, Detroit
Richard W. Lamkin, Grand Rapids
George O. Tonks, Philadelphia
Thomas B. Wall, San Francisco

Peter Owen, Detroit
William D. Power, M. S. Central Staff
Francis P. Rieser, Dayton
Alan H. Roberts, Dallas
Leon J. Sachleben, Dayton
Robert J. Sheriff, Honolulu
Page J. Thibodeaux III, Cleveland
Donald R. Wood, Detroit

Supervisors and Senior Consultants
Managers
James C. Bresnahan, Dayton
Victor H. Brown, New York
Joseph F. Buchan, M.S. Central Staff
Leslie W. Buenzow, Dayton
Davison Castles, Portland
Thomas E. Drenten, Detroit
Eli Gerver, Executive Office
Stanley W. Gullixson, Portland
Rosemary Hoban, Detroit
Roy C. Holzman, Jr., Cleveland
Ronald A. Isola, New York
Paul E. Kadden, San Francisco
Joseph R. Levee, Executive Office
Jesse M. Lynch, M. S. Central Staff
Howard P. Maloney, St. Louis
Robert E. Minnear, Atlanta
Aloysius M. Mlot, Detroit
Dennis E. Mulvihill, M. S. Central Staff
Glen A. Olson, Kansas City
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Carl A. Alexander, San Francisco
Henry E. Bodman II, Detroit
Francis E. Butz, Milwaukee
William J. Byrne, Philadelphia
Joseph T. Casey, New York
Elaine Cereghini, New York
Dane West Charles, Dayton
Joyce E. Cowman, Grand Rapids
Donald A. Curtis, Detroit
Castle N. Day, New York
Patrick L. Denny, Los Angeles
Virgil R. Elkinton, Portland
John C. Emmert, New York
Robert P. Fairman, Grand Rapids
David L. Fleisher, M. S. Central Staff
William H. Frewert, Chicago
William J. Gay, Detroit
W. Donald Georgen, Chicago
John D. Hegarty, Detroit
Robert S. Kay, Chicago
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roundup of current developments in the firm.

Supervisors and Senior Consultants cont'd
John F. Keydel, Detroit
Gerald A. Polansky, Washington
Robert J. Lyzenga, Grand Rapids
Einar S. Ross, Minneapolis
Jack Mulos, Dallas
Don F. Stark, Milwaukee
Charles H. Noble, Boston
Robert Stevens, M. S. Central Staff
Charles T. Perry, San Francisco
Donald J. Trawicki, Milwaukee
Howard J. Peterson, Jr., Portland
Richard F. Van Dresser, Detroit
Lynn G. Phegley, St. Louis
Donald H. Waterman, Detroit

Three new associated firms — The International Committee has
approved new associated firms in Chile, Sweden and India.
In Chile, J. Francisco Humphreys and Julio Nordenflycht are
partners at the Santiago Office.
In Sweden, Bengt Lindgren, Ove Lindhoff, Viking Bergman and
Bjorn Raaschou are partners at the Stockholm Office.
Our new firm in India has an Executive Office in Calcutta, where
the partners are G. Basu, Dr. R. C. Cooper, K. P. Soni and G. M.
Dandekar. Local offices and their partners include Bangalore— M. B.
Shah; Bombay—P. S. Hansotia, J. M. Dotiwalla, Dr. R. C. Cooper,
J. J. Gandevia and N. R. Desai; Calcutta — G. Basu, A. K. Basu,
B. Mitra, S. K. Ganguli; Madras—G. M. Dandekar, E. D. Visvanathan,
V. M. Desai; New Delhi-K. P. Soni, I. R. Chatrath and S. C. Kapur.

Three organization changes—Effective August 1, Robert Trueblood
transferred to the Chicago Office. Also effective August 1, Louis
Werbaneth became partner in charge of the Pittsburgh Office. Effective September 1, Richard Stratford became partner in charge of the
Los Angeles Office.
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Merger in Phoenix—We wish to announce that the Phoenix, Arizona
firm of Dale and Eikner will merge its practice with ours effective
October 1. The two incoming partners are W. Carl Dale and R.
Dixon Wood.
*
*
*
No change in policy on employing relatives — After reviewing this
matter the Policy Group reaffirmed our policy not to employ persons
related to partners or employees. While there are some favorable
factors in employing sons of partners or other relatives, the difficulties
of giving an objective appraisal of such relatives, as well as other
considerations, would make it undesirable for our firm.
*

*

*

Chrysler's new president — Lynn Townsend, former partner in the
Detroit Office, was elected president of the Chrysler Corporation on
July 27.
*
*
*
"Europe is prosperous . . . TROBAS is tops"—"Like seeing Vatican
City while double-parked" — so one man characterized the recent
Seattle Chamber of Commerce Trade Tour of Europe. Nevertheless
Edward Tremper, who took the tour as a trustee of the Chamber,
was able to obtain background information for clients doing business
in Europe and to visit European offices and assist in the promotion
of TROBAS.
Some quick impressions—
"I had expected to find our London Office to be a bit more orderly
and the tempo a bit more leisurely than our U.S. offices, but there
seemed to be very little difference.
"In Hamburg and in the other European offices I was impressed
with how quickly a phone call brings someone who can speak English.
"Europe is prosperous; there is virtually no unemployment; the
standard of living is rising; the government-private enterprise coalition seems to be working fairly well and they look forward to perhaps (
ten years of continuing prosperity. . . . Contrary to the general belief,
the real opportunities are in the Common Market—some 170,000,000
people—rather than in using cheap labor and exporting to the United
States.
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"The quality of TROBAS associates I met was tops. We can be
very proud of them and can refer clients to them without hesitation.
They are enthusiastic about TROBAS and I hope we can send them
many clients over the years."
*

*

*

Retired partner dies —Robert C. Brown died in California on July
26 after a long illness. Born in Scotland, Mr. Brown joined Touche,
Niven in 1922. He was active in the Chicago Office and became an
advisory partner in 1949. Many will remember that he had charge of
the first Partners' Meetings after the present firm was organized.
During his recent visit to the Executive Office in New York,
Mr. G. Basu (right) discussed profitability accounting techniques
with Robert Stevens of Management Services Central Staff.
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We P r e s e n t . . .
OUR N E W ASSOCIATES
Atlanta — Jerome Shure recently joined
the Atlanta Office staff. He is a graduate
of Emory University.
Boston — We are pleased to welcome
four new additions to our audit staff:
Scott Gerrish, who received his A.B.
degree from Dartmouth College and his
master's degree from The Amos Tuck
School of Business Administration,
Dartmouth College; Thomas C. Sturtevant, who graduated from Harvard
Business School with an M.B.A. degree
and from Boston University with a B.S.
degree in business administration; Donald F. Hines and Frank Fiorentino,
both graduates of Boston College where
both received B.S. degrees in business
administration.
Chicago — Chicago Office has added
eight new members to the audit staff.
David Feltz of Indiana University
served an internship with us last winter.
Norbert Florek, from Loyola University, also interned in the Chicago Office
this past busy season. Raymond Hafaterpe is a DePaul University graduate,
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while Michael Henn comes from the
University of Notre Dame. Marjorie
June is an M.B.A. graduate of Indiana
University and previously received a
B.S. degree from Ohio's Miami University. Peter Nustad comes from Rice
University and Richard Stephan from
Quincy College. Stephen J. Vasek is a
graduate of Northwestern University.
There has been one addition to the
office staff, Mary Igoe, who—although
she has a degree in accounting from Illinois Institute of Technology—presently
prefers to pursue her career in the secretarial field.
Cleveland — Additions to the Cleveland
audit staff are Robert G. Eschliman
from Kent State University, William
Hartstein from Ohio State University
and Philip L. Mellon from Miami University.
Dallas — Paul Sherard joined the Dallas
staff on June 16. Mr. Sherard is a graduate of Central Missouri State College
of Warrensburg, Missouri where he was.
president of the Accounting Club.
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Dayton — There are three additions to
the Dayton audit staff—David Kennett,
University of Cincinnati; Gilbert Hammer, University of Dayton and Joyce
McGrew, The Ohio State University.
Mr. Kennett worked as a co-op in the
Dayton Office for four years and Mr.
Hammer as a checker for two winter
seasons before joining the permanent
staff.
Denver — During the month of June
three men joined the audit staff. They
are Wendell Gardner and Donald
Shore, both graduates of Kansas State
University with B.S. degrees in business
administration accounting; and Brad
Hartwig, who graduated from the University of Nebraska with a B.S. in business administration. We also have two
interns for the summer: Donald Powell
from the University of Colorado and
William Holliday, who is working on
his master's in industrial management
at the University of Wyoming. Rose
Loyd has replaced Vonnie Pettid as
Mr. Samelson's secretary and supervisor of the typing department.
Detroit — Robert T. Kirkbride joined
the audit staff in June following graduation from the University of Michigan
with an M.B.A. degree.
Two recent additions to the management services staff are Millard L. Breiden, who was with the firm of McConnell, Breiden & Scully prior to the
merger with our firm; and George P.
Craighead, who was employed by C.
H. Masland & Sons as Director of Marketing Research.
Paul Reiner joined the tax staff in
June following graduation from Harvard Graduate Business School with an
M.B.A. degree. Mr. Reiner is a Chartered Accountant in Canada and has
several years of experience with the
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Canadian Government Taxation Division as well as with Chartered Accounting firms.
Executive Office — Annette Fiechter is
Curtis Verschoor's new secretary.
Danielle Krause is the new tax secretary
for Eli Gerver and Joseph Levee. Anne
Smyth is a new bookkeeper. Nancy
Wilcox has been helping out in all departments for the summer months. Ben
Spiro has joined the Executive Office
to work in the newly established mail
room.
Grand Rapids — Wendell M. Clark has
joined the staff of the Grand Rapids
Office. He is a June graduate of Michigan State University.
Houston — William R. Woods, Jr.
joined the audit staff of the Houston
Office on June 19. He received his A.B.
in economics in 1960 from DePauw
University and is attending Harvard
Business School. He will return to Harvard Business School in the fall, and we
will look forward to having him as a permanent member of our staff next year.
Effective July 17 Ramon J. de Reyna
became associated with the audit staff
of the Houston Office. He received his
B.B.A. from Tulane University in June
1956 and his M.B.A. from the University of Miami in February 1959. He has
done graduate work at the University
of Southern California and is a member
of Delta Sigma Pi Professional Fraternity.
Alma Jane Hruska joined our staff as
statistical typist on July 24.
Kansas City — Additions to the Kansas
City audit staff and their schools are as
follows: Edward L. Boykin, University
of Oklahoma; Thomas G. Curry, Missouri Valley College; Wayne McMur47

trey, Central Missouri State College;
Willard Van De Veer, University of
Kansas; Eugene Vinyard, Oklahoma
State University. Samuel D. Scott, a
1957 graduate of Princeton University
who received a master's degree from
the Graduate School of Industrial Administration of Carnegie Tech, is an
addition to the Management Services
staff.
Gary Wanamaker, who will graduate
from the University of Kansas in June
1962, has been interning with the Kansas City Office this summer.
Mary K. Leighton, Patricia Barry
and Donna Holderby are replacements
in the typing department and Katie
Harp is the new switchboard operator.

huin and Martin Kult, Marquette University; Darrell Fischer and Duane
Beenken, University of Iowa; David
Johnson and Matthew Mandt, graduates of the University of Wisconsin in
1956 and 1959, respectively; and Donald McNamara, Marquette University,
B.S. in 1958 and LL.B. in 1961.
Another newcomer is Glenn Solsrud,
who has a B.A. from the University of
Wisconsin in 1958 and an M.B.A. degree from Harvard Business School in
1961.

Los Angeles — We welcome these new
associates: Julian R. Bockserman from
the University of Illinois; Sidney G.
Hobbs from Woodbury College, Los
Angeles; Jay A. Imholte, from the University of Oregon; Robert E. McHale,
B.S. in chemical engineering from Penn
State; Edward H. Patotzka, Jr. and
Owen B. Patotzka from UCLA; and
Robert H. Pilch from the University of
California, Berkeley.

Minneapolis — New men in the Minneapolis Office from the University of
Minnesota are Robert Jones, Richard
McMahon and Dowlan Nelson. Mr.
Nelson interned in the San Francisco
Office last winter. From the University
of North Dakota we have Ralph J.
Loehr and from the University of South
Dakota, Lee Christoffersen. Mr. Christoffersen is a retired Lt. Col. of the
Marines and received his master's this
past year.

Virginia Patterson joined the tax staff
as a junior accountant in July.
Management Services Central Staff —
On July 17 James Schatzel, formerly
with the Financial Sales Office of IBM,
joined the Computer Systems group to
work on financial data processing.
Irving Wachs joined the Retail Data
Processing group on July 24 from
Montgomery Ward, where he was Eastern Regional Data Processing Manager.
Milwaukee — Milwaukee Office welcomes the following new associates:
Gary Mayhew and William Hannewall,
University of Wisconsin; James Baud48

Francis Kicsar is interning from
Marquette University.
Mary Rehorst is a new checker in our
office and Patricia Goyins is our new
switchboard operator.

Summer interns from the University
of Minnesota are Bruce Farrington,
Peter Arnott and Harvey Kaplan.
New in the typing department are
Ellen Czech, Michele Kocker, and
Sharon Gort.
New York — New associates in the
New York Office are James Bishop,
Boston College; Michael Borsuk, New
York University and N. Y. U. Law
School; Peter Breitman, University of
Pennsylvania and Harvard Law School;
Richard Brigden, Purdue University;
Jerome Deady, Rutgers University and
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Rutgers Graduate School of Public Accounting; Robert Goldschmidt, Notre
Dame and Purdue University; Elbert
Greynolds, Georgia Tech; Samuel Herzog, Brown University and Rutgers
Graduate School of P.A.; Peter Holleman, State University of South Dakota
and Purdue University; Robert Marks,
Syracuse University; Lawrence May,
St. Francis College; Susan McMullan,
University of Michigan; Bernard Nierenberg, Michigan State University; Ike
Ore, Georgia Tech; Stuart Schloss, University of Wisconsin and University of
Pennsylvania; N a t h a n W a l d m a n ,
Queens College and Columbia Law
School.
Samuel Herzog, Lawrence May and
Bernard Nierenberg interned with us
during the past busy season and returned to join the permanent staff after
receiving their degrees.
Philadelphia — Philadelphia Office welcomes many new additions to its staff.
From the University of PennsylvaniaDavid L. Zalles, Carroll E. Hartman,
Howard L. Grabelle and John M. Hone;
from Villanova University—William J.
Glancey; and from Pennsylvania State
University—Denton L. Kanouff, John
A. Kerr and Herbert H. Sprague.
Kimiko K. Williams is our new receptionist.
Portland — Ronald Marker joins our
staff as a junior accountant after three
years of duty with the U. S. Navy. J.
Malcolm McMinn, former professor at
the University of Idaho, is now with
our management services department.
William Johnson is also new to the
Portland Office.
Kay Stephenson is a new typist in our
office.
St. Louis — New associates in St. Louis
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are Robert W. Byrd and Gerald L.
Winkler, University of Missouri; Erwin
A. Court, Murray State College; Philip
J. Degnan, Jr. and Robert R. Hill, St.
Louis University. Mr. Hill was formerly a partner in the local firm of D.
P. Williams & Co.
Barbara Becker joined the report department in June.
San Francisco — William R. Kitchel,
Keagle W. Davis and Richard S. Bodman are new additions to the audit staff.
Mr. Kitchel received his B.S. in Management Sciences from Case Institute of
Technology and his M.B.A. from Stanford University. Mr. Davis received his
B.S. in accounting from the University
of California. Mr. Bodman received his
B.S. in engineering from Princeton and
his M.S. in industrial engineering from
M.I.T.
Chris Carlson is the new receptionist
in our San Jose Office and Sally Hinton
is the new head bookkeeper in the San
Francisco Office.
Seattle — Roy C. Liljebeck, Jr., a June
graduate of the University of Puget
Sound, joined the Seattle staff on June
19. Gerry Morrison of Stanford University Law School is in the Seattle
Office for the summer.
Washington — There are two additions
to the Baltimore-Washington staff: William R. Buterbaugh, D.C., and T. Dean
Murray, Baltimore, who both received
their B.S. degrees from Pennsylvania
State University.
There are also three interns spending
the summer in our office: William C.
Howlin, George Washington University; Ralph Roth and Sandra F . Rubin,
both of Maryland University.
49

TRB&S IN SERVICE

Boston — Four of our staff members are
participating in active reserve summer
camp programs. David Harris completed two weeks at the National Guard
O.C.S. training school, at which time
he received his commission as 2nd
Lieutenant. Robert Margil left for two
weeks in August and Edward Harrington will leave for the same number of
weeks in September, both for the Army
Reserve. Scott Gerrish also left in
August for Naval Reserve summer
training.

one." Robert Jensen and John True
have returned to the audit staff from
their tours of service.

Chicago — Herbert Golden is spending
six months in the Army beginning in
June. Marshall Strey writes that he is
now stationed in Goose Bay, Labrador
where, according to Marshall, "the
trees outnumber the people by 1000 to

Seattle — Patrick J. Peyton left in May
for a six-month tour of duty with the
Army. Edward P. Rich, who has been
with the Finance School at Fort Benjamin Harrison, Indiana for two years,
will be back from service before winter.

Minneapolis — Daryl Johnson and
James W. Peter of the audit staff left
in July for a six-month tour of duty
with the armed forces.
Philadelphia — Thomas J. Ward left for
a six-month tour of duty with the Air
Force and is currently stationed in
Kentucky.

WITH T H E A L U M N I

Atlanta — C. Pat Williford, a former
staff member, has recently become controller of Economy Homes, Goldsboro,
N. C , a new Atlanta Office client.
Loretto Minnear has retired from
the audit staff to await the arrival of an
addition to the family.
Chicago — Robert Mantle, employed by
our Detroit Office in 1953 and more
recently a member of the Chicago management services staff, left the firm to
accept a position with a Grand Rapids
client, Lear, Incorporated. William
Geishart, a member of the Chicago
audit staff since 1955, has also resigned
to begin employment with a client, The
National Machinery Co. of Tiffin, Ohio.
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Dayton — Richard E. Paulick, member
of the audit staff for over two years,
resigned at the end of May. Mr. Paulick
accepted a position on the staff of the
internal audit department at National
Cash Register Company.
Marty Arbonies, who left the Dayton
Office staff a few years ago to go with
one of our clients, Bauer Bros. Co., has
now accepted a position with Warner
Brake & Clutch Company.
Management Services Central Staff —
Henry Sherwood has left the Central
Staff to work with Burroughs Corporation in Detroit. Nicholas Radell is now
working for Cresap, McCormick &
THE QUARTERLY

Paget, financial consultants, in New
York. Robert Bozeman has joined one
of our clients, Federated Department
Stores, in Cincinnati.
Minneapolis — Walter L. Tiffin resigned
in July to become controller of Fidelity
Securities & Investment Company, Fidelity Small Business Investment Company and related companies. Robert J.
Gurske also resigned in July to become
assistant controller of Superior Plating
Company, Metco, Inc. and affiliates.
Both groups of companies are Minneapolis Office clients.
Gloria Johnson of the typing department resigned in June.
New York — George Leibowitz has accepted a position as assistant controller
with TelePrompter, a New York client.
Allen J. Reilly recently resigned to go
with Texas Instruments Corporation.

Portland — Ed Ericksen recently was
appointed Vice President-Controller of
Pacific American Corporation. Mr.
Ericksen assumed his new duties on
September 1.
St. Louis — Lawrence H. Schulte, Donald E. Litzau and John M. Murphy resigned on July 1 to form their own
partnership.
San Francisco — Gerald Conlan, who
was a member of the tax staff for three
years, left the firm on July 31 to begin
his studies for the Catholic priesthood.
Mr. Conlan will enter the Jesuit order
on September 7.
Seattle — Frank W. Keeney has accepted a position as assistant budget
director of International Business Machines Corporation in New York. Mr.
Keeney has been with IBM in Seattle
since 1956.

CHANGES OF SCENE
Chicago — Partner Robert Trueblood.
Justin Davidson, and Jane Ward, formerly of the Pittsburgh Office, have
been welcomed to Chicago.
Los Angeles—Thomas Drenten transferred from Detroit as manager in
charge of management services.
Minneapolis — J. Richard Beck transferred from the Chicago Office June 1.
The Becks took over their home in
Golden Valley in August. Richard
Guinand, also of Chicago, transferred
to Minneapolis on July 17. His family
will join him later.
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Dr. Gordon Davis, formerly with the
Management Services Central Staff,
was transferred to Minneapolis in July.
He will be an instructor at the University of Minnesota this fall and will work
part time at the Minneapolis Office on
operations research and other projects.
Seattle — Guy C. Pinkerton has been
transferred from the audit staff to the
Seattle Office tax department.
St. Louis — James Concagh has taken a
leave of absence and is visiting his
family in Ireland. Peter Owen transferred from Detroit as manager in
charge of management services.
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TRB&S IN ACTION
Boston

Los

We wish to thank the following men for
their assistance recently: Richard Herrinton from Grand Rapids, John Donahue from Cleveland and Ralph Waters
from Kansas City.

On June 15 and 16 the Los Angeles
Office sponsored a seminar dealing with
administrative and technical problems
encountered in audits of savings and
loan associations. Attendance at the
seminar included eighteen from the Los
Angeles Office, nine from San Francisco, two from Kansas City and one
from Denver.

Chicago
During the months of May and June,
three training programs—Groups II, III
and IV—were held in the Chicago Office
with participation by the Milwaukee
and Minneapolis Offices.
Remodeling of the Chicago Office is
now complete and the results have
made all inconveniences worthwhile.
Detroit
Two training programs were held in
Detroit for recent employees with an
interest in management services. On
June 13 an orientation in management
service activities was presented and on
July 20-21 a session on profitability accounting was held.
Houston
A staff meeting to discuss new business
development was held at the Houston
Club on Monday, June 12. Another
staff meeting, held July 17, was conducted by H. James Gram of the Detroit Office. This meeting also dealt with
business development and relationships
with clients.
Kansas

City

Richard V. Julian and Robert B. Miller,
Jr. attended a savings and loan seminar
in the Los Angeles Office on June 15
and 16.
52

Angeles

Discussion leaders were selected
from all offices attending under the general chairmanship of James Crosser of
Los Angeles. The two-day session was
designed to increase our proficiency in
audits of savings and loan associations.
A highlight of the seminar was the address at the dinner meeting on June 15
by Raymond Williams, Assistant Chief
Examiner of the Los Angeles District
of the Federal Home Loan Bank of San
Francisco. Mr. Williams discussed general deficiencies in the audit reports of
certified public accountants.
The Group III Professional Training
session was held in Los Angeles in May.
Staff in attendance included eight from
Los Angeles, twelve from San Francisco and one from Denver. Discussion
leaders from Los Angeles were Richard
Stratford, Francis Daft, John Heil,
Robert Dodson, Kenneth Nelson, James
Crosser and Patrick Denny.

New

York

During the week of June 12 a Group HI
Training Sesison was held in the New
York Office for members of the Eastern
Seaboard offices. Discussion periods
and lectures highlighted the sessions
which were attended by staff men from
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the Atlanta, Boston, New York, Rochester and Washington Offices.
San

Francisco

From May 8-12 the Group II—Second
Year Auditing Professional Training
program was held in San Francisco.
The San Francisco, Los Angeles and
Denver Offices participated.
The following persons were instructors: San Francisco—Ralph Walters,
Richard Nishkian, Ben Druckerman,
David Moxley, Edward McNabb, Carl

Alexander, Robert Bolinder and William Griscom; Los Angeles—Kenneth
Nelson; Denver—Richard Shuma and
Carleton Griffin.
From June 5-9 the Group IV—Fourth
Year Auditing Professional Training
Program was held in San Francisco for
San Francisco and Los Angeles personnel.
Seattle
The Seattle Office was host to Portland
for the Group III Training Program.

Congratulations to 30 n e w CPAs
Chicago

Kansas

*Thomas Bintinger
John Bly
Eugene Dierking
Marjorie June
Frank Strachota

City

Robert B. Miller, Jr.
Howard R. Neff
Jerry L. Spotts
C. Russel Watson
Los

Cleveland
Albert F. Hanzlick
Mary Anna Wilson

Angeles
Murray Blank
Donald D. Kay
Daniel N. Kurily
*Owen Patotzka

Dayton
Chester W. Russ
Robert J. Sack
Francis J. Schubert

Philadelphia
William J. S. Borie, Jr.
Donald B. Harsh
Robert E. Loeser

Detroit
Donald A. Curtis
Joseph M. Grace, Jr.
* Thomas A. Hays
Glenn J. McVeigh
*Nancy R. Schultz
Grand

Rapids

* William Dahlquist
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Pittsburgh
Robert G. Borman
Washington
* Morris E. Sampson
* Raymond L. Boore
* Passed on first attempt.
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Applause
Atlanta
Woody Dryden gave a talk on office
organization and administration during
the Georgia Society of CPAs' annual
convention, held in Savannah, Georgia
this year. Mr. Dryden is a member of
the Estate Planning Committee for the
Georgia Society of CPAs.
William Tate has been appointed to
the Tax Committee of the Georgia Society. He is also on the Hospitality
Committee of the Atlanta Chapter.

committee appointments for 1961-62
have been completed and the following
TRB&S Boston Office members appointed to serve: Hugh Dysart, Jr.—
Committee on Cooperation with Small
Business Administration; Robert S.
Hall—Committee on Education and
Public Relations; Charles H. Noble —
Committee on Accounting and Auditing Procedures; Donald C. Wiese—
Committee on Taxation.

Chicago
Robert Minnear was named chairman of the Membership Committee of
the Atlanta Chapter of the Georgia
Society. He is also a member of the
Executive Committee and is serving his
third term as a member of the Auditing
and Accounting Procedures Committee
of the State Society. Mr. Minnear is
serving as Chairman of the Auditing
Committee of the Atlanta Chapter of
The Institute of Internal Auditors.
The Atlanta Office is represented on
the Attendance Committee of the Atlanta Chapter of the Georgia Society
by George Ashford.
Loretto Minnear has been asked to
serve as chairman of the Radio and TV
Committee of ASWA.
Woody Dryden has been elected
secretary of the Administrative Systems
Association.
Boston
Notices have been received from the
Massachusetts Society of CPAs that the
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Raymond Revers and Raymond Perry
have been elected to membership in
the Institute of Internal Auditors.
Allen Howard was reappointed to
the American Institute of CPAs' Committee on Auditing Procedures.
The following people were appointed
to membership in the indicated committees of the Illinois Society of CPAs:
Stephen Finney—1962 Annual Meeting;
Allen Howard—Unprofessional Conduct; Robert Kay—Membership; Gilmour Krogstad—Technical Meetings;
Glen Ostdiek—Management Services;
Raymond Revers—Personnel.
On May 18 William J. Schwanbeck
spoke before the Electric Distributors
Research Institute of Detroit on "So
You Don't Like to Pay Taxes."

Cleveland
Frank Break has been appointed to the
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Estate Planning Committee of the Ohio
Society of CPAs.
Dayton
Les Buenzow, as a member of the Accountancy Board of Ohio, presented
CPA certificates to the successful candidates in the November 1960 examination, Dayton and Columbus area. The
presentations were made at dinner
meetings of the two chapters of the
Ohio Society of CPAs.
At the August 7 education meeting
of the Dayton Chapter of the Ohio Society of CPAs, Duff Macbeth was chairman of the management services panel
and Les Buenzow was chairman of the
auditing panel.
Denver
Carleton H. Griffin has been appointed
to the committee planing the 1961 University of Denver Annual Tax Institute
as one of two representatives of the
Colorado Society of CPAs.
Detroit
The following members of the Detroit
Office have been appointed to committees in the Michigan Association of
CPAs for the year 1961-62: Kenneth
S. Reames—Executive; William S. Harter—Accounting and Auditing Procedures; Thomas E. Drenten—Annual
Meeting; H. James Gram—Relations
with Attorneys; Nile W. Farnsworth—
Relations with Bankers; Robert D.
Wishart^Relations with Educators;
Keith A. Cunningham and Edwin H.
Hicks—Federal Taxation; James H.
Dunbar—Graduate Study Conference;
Russell E. Palmer—Insurance and Pensions; Kenneth S. Reames—Legislation;
Donald W. Jennings—Management
Services; Harry G. Troxell and David
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J. Vander Broek—Membership; Rosemary Hoban—Personnel; Gwain H.
Gillespie and Merlyn K. Johnson—Professional Education; Paul E. Hamman
—Professional Ethics; C. James Clemens
—Publications; Donald O. Nellis, Phyllis E. Peters and Robert D. Wishart—
Public Service and Information; Lyman
B. Curtis and Roy S. Good—State Taxation; Donald W. Graham and Donald
R. Miesel—Unauthorized Practice.
Donald W. Jennings addressed the
Milwaukee Chapter of the Controllers
Institute of America on April 11. His
subject was "Making Operating Data
More Useful to Management." Mr.
Jennings also was associate chairman of
an American Management Association
seminar on Profitability Accounting
and Control held in New York from
June 19 to 23.
As a result of his participation in the
activities of the Detroit Chapter of the
Society for the Advancement of Management, James E. Seitz was selected to
serve as a judge for the Third Annual
Awards for New Hospital Achievements administered by the Michigan
Hospital Service. The awards were
given for suggested improvements in
hospital administration, patient care,
and operational improvements submitted by hospital employees in the
state.
Executive

Office

On May 19 Wallace M. Jensen testified
before the House Ways and Means
Committee of the Chamber of Commerce of the United States. His topic
was "Expense Accounts."
Eli Gerver has been reappointed to
the Federal Taxation Committee of the
New York State Society of CPAs for
the coming year.
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On May 11 Joseph Levee moderated
a panel discussion on organizing and
financing of operations abroad. This
discussion was part of a "How-To" Program sponsored by the International
Taxation Committee of the New York
State Society of CPAs.
Kenneth Mages has been reappointed as a member of the Advisory
Committee to the Standardization
Committee, as well as to the MultiStore Accounting Manual Committee,
NRMA for the year 1961-62.
On July 12 Donald J. Bevis attended
a luncheon of the Financial Analysts
Society of Detroit ending his year as
president.
Grand

Rapids

Richard E. Herrinton has accepted the
directorship of chapter seminars for the
Grand Rapids Chapter of NAA.
Robert P. Fairman has been appointed to the Committee on State Taxation and the Committee on Federal
Taxation of the Michigan Association
of CPAs; Richard W. Lamkin has
again been appointed to the Committee
on Professional Ethics and the Committee on Professional Education;
Robert J. Lyzenga is on the Committee
on Personnel.
Joyce Cowman was elected second
vice-president of the Grand Rapids
Chapter of ASWA.
Houston
Owen Lipscomb has been reappointed
to the Federal Taxation Committee for
the year beginning June 1, 1961. He
was also asked to serve on Special May
Program Committee of the Business
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and Estate Planning Council beginning
September 1961.
The Houston Chapter of the National
Society for Business Budgeting has
elected Leland C. Pickens secretary for
the 1961-62 term.
Owen Lipscomb was the speaker on
May 18 for the monthly meeting of the
Midland Estate Council at Midland,
Texas. His topic was "Recent Developments in Federal Income, Estate and
Gift Taxes and Possible Changes in
1961." He also spoke before the North
Side Kiwanis Club on June 29, when
his subject was "Taxation of Banks."
At the Joint Meeting of the Greater
Houston Retail Controllers Association and Houston Retail Credit Association, Robert M. Bozeman of the Retail Data Processing Division of our
New York Management Services was
the main speaker. His subject was
"Practical Automation for the Retail
Store." The meeting was held in Houston on May 16.
Kansas

City

Maurice L. McGill has been elected to
membership in the American Institute
of Certified Public Accountants.
Los

Angeles

At the second annual Electronic Data
Processing Conference sponsored by
the California Society of CPAs, John
Heil spoke on "The Audit Approach to
the Computer." He also served on a
panel which discussed how a computer
can be used to best advantage by the
auditor and the need to use control
points.
On July 10, Neil Bersch spoke before
the downtown group of the Los Angeles
Chapter of California State Society on
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"The Role of the CPA in Estate Planning."
Ralph V. Hunt has been appointed
chairman of the Committee on Savings
and Loan, California State Society of
CPAs. Francis H. Daft is a member of
the Committee on Personnel, California State Society.
The following staff members were
appointed to the 1961-62 committees
of the Los Angeles Chapter: Accounting and Auditing Procedures, Guy
Cook and Robert Dodson; Accounting
for Nonprofit Organizations, Samuel
McCarver; Aircraft and Electronics Industry, Patrick Denny and Kenneth
Nelson; Cooperation with Credit Grantors, Francis Daft; Entertainment Industry Accounting, James Crosser;
Management Services, John Heil; Taxation, Neil Bersch and Raymond ZeBrack; Savings and Loan, Harold
Fuller.
Management
Central Staff

Services

Richard Sprague participated as unit
leader at the Data Processing and Management Information Systems Course
held by the American Management Association, July 31-August 4. His presentation was "Management Implications
in Considering Real-Time On-Line
Systems."
In May Roger Crane spoke to the
Pittsburgh Control of the Controllers
Institute of America. Also in May he
spoke at the AMA Seminar in New
York on acquisitions and mergers. In
June Mr. Crane gave a talk at the Los
Angeles Conference of NRMA on "Selective Inventory Management."
Dennis Mulvihill gave a speech before the School of Logistics of Ohio
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State University on his experience of
feasibility study.

Milwaukee
Robert Beyer, Robert Stevens, Donald
Jennings and Donald Trawicki participated in a seminar on profitability accounting and control given by the
American Management Association in
New York.
Walter F. Renz was elected a vicepresident of the Milwaukee Chapter of
the NAA for 1961-62.
Robert Beyer spoke before The
Executive Committee, a group of Milwaukee businessmen, on July 19. His
subject was "Profitability Accounting."

Minneapolis
The following committee appointments
of Minneapolis staff men were made by
the Minnesota Society of CPAs for the
1961-62 year: E. Palmer Tang—director; Ronald J. Bach and Einar S. R o s s Audit Procedure; I. S. Aaseng—chairman, Cooperation with Bankers; James
F. Pitt—Legislative Policy; Kenneth F.
Schuba—chairman, Management Services; Clarence E. Holtze—Meetings;
Allan E. Fonfara—Membership; Harold
E. Klose—Personal Financial Management; A. Clayton Ostlund—chairman,
Professional Ethics; I. B. Aaseng—Professional Standards; E. P. Tang, chairman, and J. F. Pitt—Past Presidents;
Carl G. Pohlman—State and Municipal
Accounting and Auditing; Barton C.
Burns—Tax Conference.
Carl Pohlman has been appointed
publicity director of the Minneapolis
Chapter of NAA.
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Einar Ross has been elected a member of the American Institute of CPAs.
Barton Burns received his LL.B. from
the Wm. Mitchell College of Law in
June.
New

York

Recent New York State Society Committee appointments indicate that New
York partners and staff men will be
active in State Society matters during
the coming year. The appointments
include Bernard J. Cianca—Inventory
and Cost Control; Arthur MichaelsProfessional Conduct; Sheldon Goldberg—Federal Taxation; Misag Tabibian—Statistical Sampling.
Gregory Boni has accepted membership on the Committee on Society
Funds, Management Advisory Services
and Budget and Finance of the New
York State Society of CPAs for the
fiscal year beginning June 1.
William A. Bergen was elected chairman of the New Jersey State Society's
Committee on Practitioners' Administrative Problems.
Herbert Paul of our Tax Department
recently completed an LL.M. in taxation at New York University. Mr. Paul
received his LL.B. degree from Harvard Law School.
Gregory Boni reports an unexpected
dividend from his speech to the Federal
Government Accountants Association
at Philadelphia on April 28, covering
the subject of "Creative Thinking in
Financial Statements." He was invited
by the student president of Beta Alpha
Psi (honorary accounting fraternity) at
Wharton to speak to the fraternity in
the fall.
The April 1961 Newsletter
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of the

Administrative Business Association
states: "While we do not ordinarily outline a speaker's talk to the extent we
have here, in this case it seemed a good
idea. We were truly impressed with the
speaker's awareness of the need to assist management in meeting the competitive situation of the 60's." The quotation refers to a talk by Mr. Boni on
"Systems and the Public Accountant,"
made before the Administrative Systems Association in Atlanta, Georgia.
Ninety percent of the Newsletter consists of a summary of this address.
Philadelphia
Donald C. Engel has been appointed
Associate Director of Seminars of the
Philadelphia Chapter of NAA.
Pittsburgh
The following members of the Pittsburgh staff have been elected members
of committees of the Pennsylvania Institute of CPAs for 1961-62: Louis A.
Werbaneth, Jr., Chapter Committee on
Selection of Committees and director,
Public Service Division; Irl C. Wallace,
Chapter Committee on Accounting
Symposium; Robert J. Monteverde,
chairman, Chapter Committee on Management Advisory Services; Richard P.
McMurray, Chapter Committee on Cooperation with Local Governments and
Authorities; William J. Simpson, chairman, Chapter Committee on Tax
Topics; Henry J. Rossi, Chapter Committee on Case Studies; John C. Williams, Chapter Committee on Cooperation with Educators; Anthony E.
Rapp, Chapter Committee on Radio
and Television—Public Relations; Alan
D. Henderson, Chapter Committee on
Annual Dinner Dance.
H. Justin Davidson had an article
entitled "Current Business Practices
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Call for Change in Accounting Education" in the Spokesman, published by
the Pennsylvania Institute of CPAs.
Louis A. Werbaneth has been elected
a member of the Executive Committee
of the Pittsburgh Tax Club and has also
been named third vice president of the
Duquesne University Alumni Association.
Mr. Werbaneth has been named
Chairman of the Committee on Education of the Pennsylvania Institute of
CPAs and is also a member of the
Committee on Annual Meetings. Mrs.
Werbaneth is Chairman of the Ladies'
Activities for the annual meeting in
1962.
The July issue of The Journal of
Accountancy contained an article by
Robert M. Trueblood entitled "The
Management Service Function in Public Accounting."
On June 6 the Pittsburgh Chapter of
the Pennsylvania Institute of CPAs
honored Robert M. Trueblood with a
"Bob Trueblood Day." In addition to
this honor, Mr. Trueblood was speaker
at the monthly luncheon meeting, his
subject being "The Long Range Objectives of the Profession." In appreciation of his many years of service to
both the local and state chapters, Mr.
Trueblood was also presented with a
gift.
On June 10 as part of the program
of the first Carnegie Conference at
the Carnegie Institute of Technology,
Robert Trueblood participated in a
Symposium on Perspectives on Management in the Sixties. Mr. Trueblood's subject covered questions of
managerial control. The two other participants, Professors James G. March
and Harold J. Leavitt of Carnegie InstiSEPTEMBER 1961

tute of Technology, discussed the goals
which companies pursue and the adequacy for the future of currently popular theories of supervision.
Portland
In May John Crawford spoke to accounting students at the University of
Oregon regarding "Accounting as a
Career."
In June Lee Schmidt was chairman
of the Northwest Conference of CPAs.
Mrs. John Crawford served as chairman of the women's activities.
Ed Ericksen spoke in Wenatchee,
Washington at the regional meeting of
the Northwest Chapter for the National
Society of Accountants for Cooperatives. Mr. Ericksen was on the program
for "Advantages of Exchanging Costs
and Other Information."
Rochester
Gail Brown has two new appointments.
He will be chairman of the Committee
on Accounting and Auditing Procedures of the Rochester Area Chapter of
the New York State Society of CPAs
as well as co-chairman of the Seminar
Committee for Accounting and Accounting Policies of the Rochester
Chapter of the National Association of
Accountants.
The list of committee appointments
of the Rochester Area Chapter of the
New York State Society of CPAs also
includes James Moore—Cooperation
with Bankers.
Seattle
Harold Wright is a director of the
Seattle Chapter, National Association
of Accountants, for the coming year.
59

Robert J. Mooney and David M. Larson attended the Pacific Northwest
Conference of CPAs in Portland June
21-24.
"Tax Shadows of the Sixties" was
Durwood Alkire's topic at the 35th
Western Regional Trust Conference in
Seattle July 13.
Gerald Gorans spoke on "Evaluation
of Internal Control" at the Montana
Institute of Accounting in Missoula,
June 15. The meeting was sponsored
by the School of Business Administration of Montana State University.
Durwood Alkire, a member of Council of the AICPA, arranged a members'
round table meeting in Spokane in
June. These meetings are being held
around the country to bring the AICPA
closer to its members, especially to
individual practitioners and small firms.

St. Louis
Edwin H. Wagner, Jr. addressed the
annual meeting of the St. Louis Chapter of the Missouri Society of CPAs on
American Institute affairs.
James G. Carroll attended the Controllers Congress convention at the
Ambassador Hotel at Los Angeles in
June.
John F. Bruen, Jr. was elected treasurer of the Missouri Society of CPAs.
Kenneth J. Bauer was appointed
chairman of the Educational Committee of the St. Louis Chapter, Missouri
Society of CPAs.
Howard P. Maloney was appointed
to the Meetings Attendance Committee
of the St. Louis Chapter, Missouri
Society of CPAs.
Lynn G. Phegley is chairman of the
Speakers Bureau of the St. Louis
Chapter.
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San Francisco
The following committee appointments
have been made for the San Francisco
Chapter of California Society of CPAs:
Thomas Wall—Professional Conduct;
William Grismer—Attendance and Hospitality; Richard Nishkian—Attendance
and Hospitality; Ben Vernazza and
John Gale—Public Relations; Ralph
Walters—Cooperation with Credit
Grantors; Leroy Schadlich—Practitioners' Problems; Gene Englund—Educational Standard & Student Relations;
William Griscom—Cooperation with
Credit Grantors; Ben Druckerman and
Dale Bowen—Management Services;
Paul Kadden—Taxation; Miles Bressee
—Programs; Thomas Ennis—Legislation.
At the annual meeting of The California State Society of CPAs held in
San Diego during June, Thomas J.
Ennis was elected first vice president
of the Society.
New members of the American Institute of CPAs are Ben Vernazza and
Carl Alexander.
Thomas Wall attended the National
Conference of Insurance Accounting
and Statistical Association which was
held in Los Angeles on May 15-17. Mr.
Wall and William Griscom of our office are members of the San Francisco
Chapter of the Association.
Ernest Koenigsberg, of our Management Services staff, has been busy with
the following: Lectured on May 9 to
the Northwest Chapter of TIMS in
Portland, Oregon on "The Practical
Application of Linear Programming."
Lectured on May 15 to the Federal
Government Accountants Association
Financial Management Seminar at the
University of California on "Costs in
Management Science." Lectured during
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June 5-12 to the Operations Research
and the Management Function Seminar
held by the University of California
Graduate School of Business Administration on "Practice of Operations
Research." From April to June he lectured at the University of California
Extension Graduate School of Business
Administration to the Operations Research advanced class. Appointed

American Referee of Operational Research Quarterly, published by Operations Research Society (United Kingdom).
On May 19 Robert W. Johnson gave
a talk to the National Society of Accountants for Cooperatives (regional
meeting) on "The Beginning and the
End of Budgeting."

Mrs. Robert P. Sheriff (extreme right) was elected treasurer of the
newly organized Auxiliary to the Hawaii Society of Certified Public
Accountants. Other officers, left to right, are Mrs. Ralph S. Dobbins, Mrs. Hideo Kajikawa, Mrs. John G. Simpson, and Mrs. Theodore S. H. Char. Mr. Sheriff is in charge of our Honolulu Office.
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After Hours
Boston
On May 15 the entire staff of the Boston
Office attended the annual outing and
dinner dance of the Massachusetts Society of CPAs which was held at the
Blue Hill Country Club in Canton,
Massachusetts. The annual golf tournament was followed by a cocktail party
and dinner dance in the Starlight Room.
We are proud to report that the coveted
silver trophy was won by one of our
TRB&S members, Philip Shapiro. Another prize winner was Thomas P. Nee,
also a member of our staff.
Robert Hall has been appointed subcommittee chairman of the Finance
Committee in the town of Braintree,
Massachusetts for a third term.
Donald Wiese has been appointed to
the Finance Committee of St. John's
Lutheran Church in South Weymouth,
Massachusetts.
Chicago
St. Andrews Golf Club was the scene
of the annual Chicago-Milwaukee golf
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tournament on June 23. Interoffice
competition was formalized this year
by the introduction of the TROBAS
Cup team competition under which
twenty of the best players from Milwaukee competed against the same
number from Chicago. The Chicago
Office was victorious by a score of 37
to 23. For the second consecutive year
John Linster of Chicago was the winner of the low gross trophy. A record
attendance for both golf and dinner
helped to make this outing unusually
successful.
Since the golf tournament is a stag
affair, the women of the Chicago Office
gathered at Caruso's for a dinner outing. This is a restaurant known not
only for its excellent Italian cuisine but
also for its very talented strolling
musicians.
Allen Howard's son, A. Carter
Howard, Jr., was presented with the
coveted Lowden-Wigmore Prize at
Senior Class Day at Northwestern
University's School of Law on June 13.
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Cleveland
Edward L. Pitt was reelected as church
auditor of Plymouth Church of Shaker
Heights.
Dallas
The Dallas staff enjoyed an outing of
golf and swimming as a change from
the very busy season. All went well for
a while but they were driven in by a
heavy storm which continued the rest
of the day. No one seemed to mind and
they spent the rest of a pleasant day inside the club house.
Dayton
Allan Parker has been appointed a
member of the Community Chest Red
Cross Campaign Advisory Committee
of Montgomery and Greene Counties
(Dayton Metropolitan Area). He is already serving as chairman of the budget sub-committee for family and children's agencies and as a member of the
budget committee of the MontgomeryGreene Counties Chest.
Dane Charles has been elected to a
three-year term on the Board of Directors of The Ohio State University Fraternity Alumni Association.
James Sauer has been appointed
treasurer of the Riverdale Congregational Christian Church.

Club in June. Joseph H. Carey, formerly of the Detroit Office of TRB&S, is
club president and was a co-chairman
of the tournament. A member of the
Detroit audit staff, Joseph M. Grace,
qualified and played in the tournament.
H. James Gram represented the firm
in a picture published in the Detroit
Free Press which depicted the many
persons contributing to the education
of an honor student at the University
of Detroit. The honor student, Joseph
Polec, had served an internship with
the Detroit audit staff.
Nancy R. Schultz, Edward A. Baumann, John J. Jefferies and Ward G.
Tracy will serve as advisors for the
Junior Achievement company sponsored by our firm during the coming
school year.
John D. Hegarty and John F. Key del
participated in the annual Great Lakes
cruise sponsored by the Greater Detroit Chamber of Commerce in June.
Executive
Office
The night before the men's annual outing the girls in the Executive and New
York Offices joined for their first interoffice theater party. After dinner at
Delmonico's everyone went to the play
of their choice. Most popular were
"The Unsinkable Molly Brown" and
"Do-Re-Mi."

Detroit
James H. Dunbar addressed the Lola
Valley Kiwanis Club on May 8 during
Personal Affairs Month on the subject
"What Personal Affairs Month Means
to You."

Grand
Rapids
Richard W. Lamkin served on the
finance committee for the Western
Open Golf Championship at Blythefield
Country Club.

Kenneth S. Reames served as chairman of the Finance-Accounting Committee for the 1961 U.S. Open Golf
Tournament at Oakland Hills Country

Robert J. Lyzenga was chairman of
the Jaycees Junior Golf Tournament.
He was assisted by William N . Dahlquist.
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Richard W. Lamkin was elected a
member of the board of directors and
assistant treasurer of the Grand Rapids
Symphony Society. Mr. Lamkin attended the annual four-day Great Lakes
Cruise sponsored by the Greater Grand
Rapids Chamber of Commerce in June.
Kansas

City

Gary D. Doupnik was elected president
of the Gladstone (Missouri) Junior
Chamber of Commerce for the 1961-62
year.
Los

Angeles

On May 5 the Los Angeles Office staff
had their outing at the Candlewood
Country Club. Jay Liechty took first
place for high gross and Dave Walker
took low gross with a score of 76.
James Crosser has been appointed to
the Eagle Scout Review Board, Pioneer
District, Los Angeles Council. This
Board passes on applications to become
Eagle Scouts.
Minneapolis
The annual golf party for the staff was
held July 21 at the Columbia Golf
Course. Bill Nelson of the Tax Department had low score for the day. The
players and guests adjourned to the Jax
Cafe for dinner and an evening of
cards.
On August 23 the girls of the Minneapolis Office had dinner at the Heidelberg Cafe and later attended "Music
Under the Stars" at Bloomington Stadium. Featured on the program were
Harry Belafonte and Miriam Makeba.
/Veil? York
Ronald A. Isola has been appointed
Financial Secretary of the Building
Fund of the Zion Lutheran Church in
Saddle River, New Jersey.
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The first combined staff outing of the
New York and Executive Offices was
held on June 6 at the Dellwood Country Club, New City, New York. Judging from snapshots, it was a big success.
In keeping with long tradition, the outing was blessed with excellent weather.
During the day the men engaged in
sports events with varied vigor and then
relaxed in the evening over cocktails,
dinner and conversation.
Bernard J. Cianca is representing the
firm on the committee for the accountants' group in connection with the 1961
Greater New York Fund campaign.
Pittsburgh
The staff of the Pittsburgh Office gave
a farewell luncheon for Mr. Trueblood
at the Pittsburgh Athletic Association
on July 26. They presented him with a
beautiful desk set.
Farewell gifts were also presented to
H. Justin Davidson who moved to Chicago on July 29 and to Richard P. McMurray who transferred to the Washington Office on July 19.
Mr. and Mrs. Robert Trueblood entertained the staff of the Pittsburgh
Office, together with their wives, husbands, and guests, at a cocktail party in
their home on July 23.
On May 9 Louis A. Werbaneth, Jr.
addressed the Credo Club as part of a
two-man panel on the subject of "Lease
Liabilities in the Balance Sheet." His
co-panelist was Ivan Blostone, a vice
president of U.S. Leasing Company.
The attendance was the largest in the
history of the Credo Club's luncheon
meetings. Questions were raised from
the floor for almost an hour after the
conclusion of the formal presentation.
Portland
The annual office picnic was held at
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Lake Merwin, Washington, with about
70 persons participating. Activities of
the day for the ladies included volleyball, swimming, bridge and bingo.
Men's activities consisted of swimming
and the annual softball game between
the old-timers and the greenhorns.
Rochester
"Investment Club 222," whose members are all members of the Rochester
Office of TRB&S, held its first family
picnic on June 17 at Churchville Park.
The committee included Betty Strassner, James Lawler, William Mason and
Marion Miller.
St. Louis
The annual staff outing was held on
May 29 at Koboldt's Estate and all reported an enjoyable day and evening.
San

Francisco

The San Francisco Office held its annual Spring Party at the Orinda Country Club on May 13.The guests enjoyed
dinner and dancing.
Miles Bresee was elected treasurer of
the Marinwood Home and School Club
for the ensuing year on May 8.
Seattle
Robert Mooney, tax supervisor of the
Seattle Office, has been appointed to a
key position for this year's United
Good Neighbor campaign, the united
fund drive in Seattle and King Counties. Bob is serving as "lieutenant
colonel" in the business division.
Robert Benjamin was awarded a certificate of merit for his activities as
chairman of the Ways and Means ComSEPTEMBER 1961

mittee of the Seattle Junior Chamber
of Commerce. He has also been appointed to the executive committee of
the 1962 Northwest Tax Institute, in
charge of registration and arrangements.
The Harvard Business School in
Seattle has Jim Mitchell for treasurer
for the coming year.
Guy Pinkerton is the new treasurer
of the Seattle YMCA's Men's Club.
This is a service organization for the
YMCA composed of business and professional men.
Durwood Alkire was elected in June
to the Executive Board, Chief Seattle
Council, Boy Scouts of America. He
was also re-elected for another term on
the Board of Trustees of the Municipal
League of Seattle and King Counties.
Jim Mitchell (handicap chairman)
won low net at the annual golf party
for the Seattle Office on May 5. Bob
Benjamin got the prize for low gross.
For the first time in history, the "juniors" defeated the "seniors" at the annual softball game which is the highlight of the Seattle Office staff picnic
each year. The picnic was held at Lake
Goodwin on July 22.

Washington
Angelo S. Puglise is vacationing in
Europe for five weeks with a University
of Maryland Alumni Tour.
Karney A. Brasfield gave a speech for
the Federal Government Accountants
Association on "Financial Control &
Budgeting" for the Financial Management Seminar held at Berkeley, California, May 15.
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At Home
Boston
Marriage—Robert S. Margil to Merna
Rosenthal on June 25.
Newcomers—Twins, Thomas Clark, Jr.
and Kristan Forbes, May 30 to Mr.
and Mrs. Thomas C. Sturtevant.
Gary George, August 3 to Mr. and
Mrs. Donald C. Wiese. Donald F.
Jr., August 3 to Mr. and Mrs. Donald
F. Hines. Daniel Joseph, August 14
to Mr. and Mrs. Edward J. Harrington.
Chicago
Marriages — Donald Horan to Carol
Thompson on May 13. Williard Gebhart to Mary Joan Kivlahan on May
20.
Newcomers — Karl, May 13 to Mr. and
Mrs. Gilmour Krogstad. Michael,
May 24 to Mr. and Mrs. Richard
Gallagher. Jon Michael, May 25 to
Mr. and Mrs. Joseph Brusherd, Jr.
Louise Nadine, June 8 to Mr. and
Mrs. Eugene Dierking. Christopher
Jon, June 29 to Mr. and Mrs. Richard Niemeyer. Richard David, July 5
to Mr. and Mrs. Richard Guinand.

and Mrs. Earl E. Marcus. Jennifer
Mary, May 21 to Mr. and Mrs. Gerald R. Katz. Jennifer Lea, June 12 to
Mr. and Mrs. Donald R. Best.
Detroit
Marriages—Perry M. Cohen to Margo
Panush, June 8. Mary Klimkowski to
Cornelius Finnen, July 1. Armen
Asher to Leona Barsamian, July 29.
Newcomers—Richard Lee, Jr., July 24
to Mr. and Mrs. Richard L. Hornsby.
Brian Girard, June 12 to Mr, and
Mrs. Glenn J. McVeigh. Margaret
Jean, June 16 to Mr. and' Mrs.
Thomas R. Ames. Susan Perry, June
21 to Mr. and Mrs. John F. Key del.
Phillip Theodore, July 14 to Mr. and
Mrs. Robert J. Smith. Aimee Sue,
August 13 to Mr. and Mrs. Merlyn
K. Johnson.
Executive Office
Newcomer — Anne Marie, May 27 to
Mr. and Mrs. Joseph Levee.
Kansas City
Newcomer — John Kip, July 3 to Mr.
and Mrs. Robert B. Miller, Jr.

Cleveland
Newcomers—Frank Edward, June 30 to
Mr. and Mrs. Frank Break. Thomas
Albert, May 27 to Mr. and Mrs. Albert Hanzlick. James Peter, July 30
to Mr. and Mrs. James Flannery.

Los Angeles
Marriages — Geneva Chinn to Neil C.
Wood, June 30. James R. Downs to
Mary Ann Stephens, June 24.
Newcomer—Bryan Stuart, July 4 to Mr.
and Mrs. Harold Fuller.

Denver
Newcomers — Steven, May 5 to Mr.

Milwaukee
Newcomers—Peter Paul, May 25 to Mr.
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and Mrs. Paul Pakalski. Elizabeth
Jane, May 20 to Mr. and Mrs. Richard Parker. David Alan, June 26 to
Mr. and Mrs. John Heilbronner.
Steven Grant, June 29 to Mr. and
Mrs. William Sutherland. Robert
John, July 22 to Mr. and Mrs. James
Baudhuin.
Minneapolis

Portland
Newcomer — Darcie Ray, May 22 to
Mr. & Mrs. Kelly Roberts. Clayton
Paul, June 16 to Mr. & Mrs. George
Slack.
St. Louis
Marriage—Laura Sue Pearson to Gerald J. Otten, May 11.

Marriages—H. Daniel Ness to DiAnn
Froemming, July 1. Michele Kocker
to William Johnson, July 29.

Newcomer—Kevin Bruce, July 19 to
Mr. and Mrs. Erwin A. Court.

Newcomers—Margaret Mary, June 16
to Mr. and Mrs. Gerald McGrath.
Paul David, July 1 to Mr. and Mrs.
Jerald Grande. Valerie Anita to Mr.
and Mrs. Einar Ross, August 1.

San
Francisco
Marriages—Edward A. Fisher to Gail
Norris on June 4. Elsie Findlay to
Richard Rapport on June 24.

New

York

Marriages — Peter Klausner to Carol
Hoffman, June 11. Bernard Nierenberg to Eleanor Arak, July 1.
Newcomers—Regina Margaret, June 8
to Mr. and Mrs. Timothy W. Sullivan. Marianne, June 12 to Mr. and
Mrs. James E. DelVacchio. Keith
Robert, July 20 to Mr. and Mrs.
Joseph Casey. Linda Anne; August
4 to Mr. and Mrs. Marvin Lefkowitz.

Newcomers — Robin Lynn, May 6 to
Mr. and Mrs. Roger Brown. Vincent
George, May 21 to Mr. and Mrs.
Stanford Smalley. Taylor Stockwell,
July 17 to Mr. and Mrs. Richard
Bodman. Jane Kathryn, adopted July
6 by Mr. and Mrs. Richard Brown.
Jeardy Lynn, March 15 to Mr. and
Mrs. David Ward.
Seattle
Marriage — Floelle Kreger to Robert
Spencer on May 13.

Newcomer—John Edward, Jr., July 3 to
Mr. and Mrs. John E. Owens.

Newcomers—Douglas Thompson, July
21 to Mr. and Mrs. Walter T. Porter,
Jr. Steven Robert, July 24 to Mr. and
Mrs. John F. Clearman.

Pittsburgh

Washington

Newcomers—David James, July 21 to
Mr. and Mrs. James Belack. Vanessa
Louise, May 27 to Mr. and Mrs.
Gary Fink. Terrence Michael, June
27 to Mr. and Mrs. Robert J. Monteverde. Alan Scott, July 7 to Mr. and
Mrs. Alan D. Henderson.

Marriages — Raymond L. Boore to
Patricia Karder, May 26. Sandra F.
Rubin to David F. Kagen, August
24.

Philadelphia

SEPTEMBER 1961

Newcomers—Penny Marie, June 10 to
Mr. and Mrs. Morris E. Sampson.
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KATHLEEN ASHFORD
PATRICIA VAN TASSEL
MARJORIE

J. JOHNSON

SHERLE SWANSON
ALBERTA EVERETT

Atlanta
Baltimore
Boston
Chicago
Cleveland

SALLIE POOLE

Dallas

LESLIE EARLEY

Dayton

BEVERLEY THOMAS

Denver
Detroit

HARRY TROXELL

NANCY STEELE
PATRICIA HUBER
JEANIE LANNOM
GENEVIEVE SILADY
NAOMI BAITLAND

G. P. ALLEN

Executive Office

Grand Rapids
Houston
Kansas City
Los Angeles
Management Services Central Staff

BETTY TOMEK

Milwaukee

ALICE CARLSON

Minneapolis

CLAIRE FITZGERALD

New York
Philadelphia
Pittsburgh

ELIZABETH KEENAN
MILDRED

H.

LONCOSKY

DAVISON CASTLES
MARY SHARKEY

DOROTHEA M. KRAMER
RICHARD NISHKIAN

HELEN B. LILLY
CORLAN JOHNSON

Portland (Ore.)

Rochester

(N.Y.)

St. Louis

San Francisco
Seattle
Washington, D. C.

